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BACKGROUND 


Although modern labor legislation in Colombia is normally 
dated from the Industrial Accidents Act of 1915, a study of col- 
lective bargaining can start with Law 78 of 1919 and Law 21 
of 1920, which for the first time in Colombian history recognized 
a strike, if called after the necessary formalities and peacefully 
conducted, as a lawful means of enforcing labor’s claims for 
improved wages, hours and working conditions.: Indirectly 
they also recognized and regulated collective bargaining, as they 
provided that those who proposed to strike must select three of 
their number to negotiate with their employer, and that the final 
product might be a binding agreement. 

The coming to power of a Liberal administration in 1930, 
thanks in part to the active support of labor but to an even 
greater extent to the political consequences of the Great De- 
pression, set the stage for more rapid progress, one of the first 
products of which was Law 83 of 1931. Heretofore, what few 
labor unions had come into existence had been frowned upon by 
the law, which regarded them at best as esoteric and at worst 
as conspiracies. But the new law provided: 


* Mr. Grant is Professor of Political Science, University of California, 
Los Angeles. 


1 Subsequent legislation concerning the right to strike is not dealt with 
here. Suffice it to say that it has not all been in the “liberal” mold. 
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Art. 1. The law recognizes the right of workers to asso- 
ciate freely in defense of their interests, forming unions, 
professional associations, etc. 

A union is defined as an association of workers of a single 
profession, trade or specialty, or similar or connected pro- 
fessions, trade or specialties, constituted especially for the 
study, development and defense of the common interests of 
their profession without payment of profits. 

Art. 2. (This Article extended similar rights to govern- 
ment employees.) 

Art. 3. Unions are craft or industrial. The first are 
those formed by individuals of the same profession, trade 
or specialty; the second, those formed by individuals of 
various trades, professions or specialties who contribute to 
the preparation, elaboration or exploitation of the same 
product in the same economic enterprise. 

Art. 4. Unions may also be formed by associations of 
workers even if they belong to diverse, dissimilar or uncon- 
nected professions, when in the area or industry concerned 
there is lacking the number of workers required by law to 
form by themselves a craft or industrial union. 


Upon filing the proper papers with the government, showing, 
for example, that all of its officers and at least two-thirds of its 


members were Colombian citizens, such a union was entitled to 
recognition as a legally constituted juristic person “unless its 
constitution and by-laws shall be contrary to the Constitution 
or laws or good customs.” Once granted recognition, it could 
be deprived of its status only by decision of a circuit court that 
it had persisted in proceeding contrary to law or good customs 
unless it interfered “directly or indirectly in the militant poli- 
tics of the country,” in which case dissolution might be decreed 
by the Labor Office.” 

The statute also provided for federations of unions, decision 
as to the type of federation being left to the unions themselves. 
The history of national organization has been a stormy one, but 
the final product has been a single confederation of Colombian 
Workers (C. T. M.) embracing industrial and craft unions alike, 
together with their various local federations. 


2 Technically the General Office of Labor, created in 1923, which was 
later made a Department and in 1938 was elevated to a Ministry, its head 
having cabinet status. 
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“Dual unionism” immediately became an issue, and threatened 
to undermine the government’s plan to foster effective organi- 
zation of the Colombian working classes. Consequently the La- 
bor Office, from the very outset, adopted a conscious policy “to 
delay and even deny recognition to numerous organizations... 
when it was of opinion that there already existed within the 
same plant, or location, or profession, or region, or industry, 
another (already recognized) organization of the same kind.® 
The only legal basis advanced by the Minister of Labor for such 
action was the possible “elastic” interpretation of the phrase 
“contrary to good customs” (las buenas costumbres) to pro- 
hibit recognizing a second union because dualism (el paralelismo 
sindical) might serve “as a source of internal strife, of group 
weakness and violent conflicts.” + 


The proposed justification was very weak—so weak, in fact, 
that the Minister ventured the prediction that such denials of 
recognition would be set aside as illegal if contested in the Ad- 
ministrative Court unless more express authorization was pro- 
vided by statute.° Consequently the government asked for and 


secured Law 6 of 1945,® which is the statute now in force. 


LAW 6 OF 1945 


Article 37 of the new law is merely a recasting of Articles 1, 
11 and 21 of the Act of 1931, and has introduced nothing new. 
It reads: “The state guarantees to workers and employers the 
right to organize freely in defense of their interests, forming 
professional associations or unions, and guarantees to these the 
right to combine or federate among themselves.” Then follows, 
in Article 38, a four-way rather than three-way classification 
of labor unions, which are declared to be: 


3 Statement of the Minister of Labor to the Congress during the debate 
on Law 6 of 1945, quoted by the Supreme Court in its sentence of March 9, 
1948, Gaceta Judicial, vol. 64, nos. 2060-1, p. 3 at p. 9. See also p. 16. 

4 Ibid., p. 16. 

5 Id. 

6 The statute was largely a reenactment of Decree 2350 of September 30, 
1944, issued by the President under his emergency powers during a state 
of siege. It should be read together with Decree 2313 of August 31, 1946, 
which supplements it. 
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(a) Plant-wide, if they are formed by individuals of 
various professions, trades or specialties who lend their 
services to a single enterprise; 

(b) Industrial, if they are formed by individuals who 
lend their services to various enterprises of the same 
branch of industry; 

(c) Craft, if they are formed by individuals of a single 
profession, trade or specialty ; 

(d) Mixed, if they are formed by workers of diverse, 
dissimilar or unconnected professions. 

The last may only be permitted when in the respective 
locality there are not workers of the same craft in sufficient 
numbers to establish a craft union. 


The significant change is in the next Article, since plant-wide 
unions had been a normal development within the framework 
of industrial unionism: 

Art. 39. Plant-wide unions are the basis of union organi- 
zation ; to them belong, by preference, the representation of 
their members in all their labor relations; the presentation 
of petitions; the designation of disciplinary, claims and 
negotiating committees, from among their own members; 
the appointment of conciliators and arbitrators, in their 
particular case, and the celebration of union contracts and 
collective bargaining agreements, in the making of which 
the interests of the diverse crafts must be duly consulted. 
For that very reason, within a single establishment two or 
more unions cannot coexist. If there actually are, the one 
having the largest number of members shall continue, and 
it must admit the members of the others without making 
more vexatious its conditions of admission. (Italics added.) 


INTERPRETATION OF ARTICLE 39 


The effect of this new provision was immediate and signifi- 
cant. In a ruling of September 20, 1945, the Minister of Labor 
advised the Tropical Oil Company and the Compania de Petré- 
leos Shell de Colombia that the Federation of Petroleum Work- 
ers, an industrial union, could not bargain for its members in 
any plant or oil field having a plant-wide union.? Two months 
later the Department held that the Construction Workers’ Union 
could not bargain for the members of this craft employed by 


7 Derecho del Trabajo (Bogota) no. 8 (1945), pp. 57-60. 
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the Sociedad de Energia de Popayan, since a plant-wide union 
had been recognized for this company.’ Of course industrial 
unionism has an easy way out—only slight reorganization has 
been necessary to reconstitute many industrial federations as 
federations of plant-wide unions, in which case the federation 
may bargain on an industry-wide front rather than on a plant- 
to-plant basis if it so desires.® But the craft union has no way 
out, since for it to combat vertical unionism by becoming ver- 
tical is to commit suicide. 


The interpretation of the Department of Labor could have 
been even more fatal to craft unionism. The phrase, “within 
a single plant two or more unions eannot coexist” obviously lends 
itself to the interpretation that even two craft unions cannot 
operate within a single plant, and an effort was soon made to 
secure such a ruling. The Department replied, however, that the 
phrase only refers to two or more plant-wide unions; craft 
unions normally do not exist “within a single plant.” “In 
keeping with the turn of mind of the legislature” that enacted 
the provision, it wrote, “this office . . . has consistently held 
that dualism... relates to the coexistence within a single plant, 
of two... plant-wide unions.... The situation is distinct when 
it concerns the coexistence of two craft unions or of members 
belonging to two organizations of this class within a single fac- 
tory or plant, since according to the law a craft union is com- 
posed of ‘individuals of a single profession, trade or specialty’ 
and in practice it occurs that such organizations have their 
members in the service of different plants or entities. . .. In 
this case one cannot speak correctly of dualism, since in a prac- 
tical manner what occurs is the confirmation of a natural phe- 
nomenon, given the constitution and the nature of craft unions. 
In such cases, fusion . . . is not strictly obligatory . . . although 
... desirable.” 1° 


8 Consulta del Gerente de la Sociedad de Energia Eléctrica de Popaydan, 
November 28, 1945, ibid., no. 10 (1945), pp. 222-3. 

9 Ibid., p. 228. 

10 Consulta del Secretario del Ministerio de Obras Publicas, July 11, 1945, 
ibid., no. 8 (1945), pp. 65-6. 
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This line of reasoning led to a ruling that the Ministry of 
Public Works must negotiate both with the Masons’ Union and 
the Construction Workers’ Union—which is dualism in any- 
body’s language. It reals a serious defect in the Act of 1945, 
which has thus failed to provide a basis for the government’s 
efforts to curb the rise of overlapping craft unions, leaving them 
no better off in this regard than under the Act of 1931. Of 
course craft unionism is benefitted by an interpretation that 
prevents the entry of one such union into plant from depriving 
all other crafts therein of the privilege of organizing on a craft 
basis; but the work of all is like that of the farmer in an area 
subject to constant ravages by thieves. They merely ripen the 
fruit for free picking by the first industrial union that comes 
along and organizes the unit on a plant-wide basis. 


Little wonder, then, that craft unionism, defeated alike in 
the Congress and before the Administration, turned to the courts 
in the hope that Article 39 would be held unconstitutional." 
Rather than to wait for the discovery or institution of a good 
“test case” in the trial courts to carry up on appeal, a “popular 


action” was brought against Article 39 itself.'* 


11 Emergency decree attempting to control the form of organization of 
the National Association of Manufacturers had been repealed when their 
constitutionality was attacked. See the order of the Supreme Court of 
August 18, 1948, Gaceta Judicial, vol. 55, nos. 1998-9, p. 509, dismissing 
the action as moot. 

12 Under Colombian practice such an action may be brought directly in 
the Supreme Court. Its effect, if successful, is to nullify the provision 
attacked. See A. Araujo G., Jurisdiccién Constitucional (Bogota, 1936) ; 
J. A. C. Grant, “Estudio Comparativo de los Sistemas de Control de la 
Constitucionalidad de Leyes,” Revista de la Escuela Nacional de Juris- 
prudencia (México), vol. 8, no. 32 (1946), p. 121; H. Meyer L., “El Control 
Judicial de la Constitucionalidad de las Leyes,” Revista Javeriana 
(Bogota), vol. 15, no. 72 (1941), p. 68; F. de P. Pérez, Estudios Constitu- 
cionales (Bogota, 1936), ch. 13; N. Pinzén M. and others, “Sistemas de 
Control Constitucional Vigentes en Colombia,” Revista Juridica (Bogota), 
no. 12 (1947), p. 343; M. Salaz Z., El Control de Constitucionalidad ante 
la Corte Suprema (Bogota, 1942). 

Although the Court was only asked to nullify the portion of Article 39 
that has been italicized above, the arguments seem to have been directed 
against the entire paragraph. 
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VALIDITY OF ARTICLE 39 


Counsel built the attack primarily upon the constitutional 
guarantee of freedom of association,'* linking this with the pro- 
vision forbidding the granting of special privileges save in 
enumerated instances.'* The state “cannot cut off freedom of 
association in the search for unity,” he argued, insisting that the 
latter must come by voluntary and not by forced action; hence, 
in place of the article attacked the government should substitute 
provisions that would permit workers “the advantage of dis- 
cussing their problems in full professional intimacy.” 1° The 
Attorney General—a Conservative serving in a Liberal adminis- 
tration—conceded the soundness of these arguments, and even 
went a step further. “To prohibit individuals from combining 
in distinct unions,” he insisted, “and to impose upon them the 
obligation to join the single union” or none at all, is to fly in the 
teeth of “the basic right in a democracy. .. . It is to denaturalize 
the regime of individual liberty to enter into one purely authori- 
tarian.”’ 16 


The case was submitted for decision on September 20, 1945. 
The fact that the Court took nearly two and a half years to 
decide it, and that even then the statute was sustained by a vote 


13 “It is permissible to form companies, associations and foundations 
that are not contrary to good morals or the legal order.” Const. 1945, 
Art. 44. The phrase occurred for the first time in the amendments of 1936. 

14 Jbid., Art. 31. I omit all consideration of the contention that the 
statute violates Art. 53, “The state guarantees liberty of conscience,” 
which the minority felt to be in point even though it appears in a title 
headed, “Of religion and relations between church and state.” I also omit 
the dispute as to the pertinency of the provision protecting “acquired 
rights,” which like our contract clause, in contra-distinction to our due 
process clauses, has been restricted to the protection of vested rights 
rather than the recognition of “liberty of contract.” See J. A. C. Grant, 
“*Contract Clause’ Litigation in Colombia: A Comparative Study in Judi- 
cial Review,” Amer. Political Science Rev., vol. 42 (1948), p. 1103. 

15 The quotations are taken from the summary of petitioner’s arguments 
in the opinion of the court, Gaceta Judicial, vol. 64, p. 3. 

16 Jbid., p. 4. His entire argument is printed in R. Escallén, Doctrinas 
de la Procuraduria General de la Repiblica en Materia Constitucional 
(Bogota, 1945), pp. 223-5. 
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of 9 to 7 in a division that ignored party lines, is indicative of 
the difficulties encountered by individual judges in making up 
their minds. 


The majority conceded that the right to organize is “the nec- 
essary effect of individual liberty applied to the field of labor,” 
and that many experts on labor legislation find the origin of col- 
lective bargaining in the craft union movement. They con- 
cluded, however, that the preference given to plant-wide union- 
ism is a “protective measure and beneficial to all, . . . precau- 
tionary ... (and not) arbitrary and tyrannical,’ having been 
passed to aid labor in its struggle for effective organization, not 
to curb it. Hence they found additional justification for the 
statutory mandate in Article 17 of the Constitution, first added 
by amendment in 1936: ‘Labor .. . shall enjoy the special pro- 
tection of the state.” “If any of the fundamental guarantees 
has needed the assistance of the law,” the opinion concluded, 
“it has been this right of association. . . . What better protec- 
tion could the state give to the laboring classes than this of 


watching out that their collective organizations evolve in an 
efficient manner: that they should not live exposed to ruin by a 
constant quarrelsomeness arising from insecurity and anarchy ?” 


The minority were just as outspoken and just as vigorous in 
their reasoning. “This right to exclusivism—not to single pref- 
erence—constitutes precisely the ‘privilege’ forbidden by the 
Constitution,” they wrote, and “kills, annihilates, and forever 
extinguishes the unions that have a smaller number of members, 
that is to say the most feeble” and therefore the very ones most 
needing the assistance of law. They questioned the legality of 
the government’s activities over the past 17 years in curbing 
dualism and fostering vertical unionism, and closed with the 
warning: “There is a tendency toward union concentration that 
is proceeding step by step to an inconvenient and iron bound 
centralization, overlooking that if liberty is the foundation of 
discussion, its evils are not cured by attempting to enchain it. 
(The statute) outlines a union structuralization that does not 
seem to us in accord with our libertarian institutions. It fol- 
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lows the profession of faith that Trotsky conceived for commu- 
nistic syndicalism: ‘One enterprise, one union.’ ” 17 


These dissenting judges also expressed the opinion that by 
funneling labor organization into a vertical monopolistic mold 
the legislature was violating the nation’s obligations under its 
I.L.O. conventions and other international commitments, includ- 
ing the resolution of the Inter-American section of the I.L.O. at 
its April, 1946, meeting in Mexico City: “Employers and work- 
ers, public or private, without distinction as to occupation, sex, 
color, beliefs or nationality, shold have the right without pre- 
vious authorization to form organizations of their own choice. 

.”? 18 They seemed quite willing to hold the statute void upon 
this ground.’® 


The statute, first by delay on the part of the Court and now 
by express ruling, seems destined to secure a real trial. It re- 
mains to be seen whether the evils feared by the minority will 
develop. Equally problematical is the long range success of a 
plan of union organization handed down by governmental fiat 


rather than resulting from free choice on the part of union 
leadership after experience with the hard knocks of competitive 
systems, however good it may be when viewed objectively. 


17 Sentence of March 9, 1948, Gaceta Judicial, vol. 64, nos. 2060-1, pp. 3- 
21. The quotations occur on pp. 5, 7, 8, 10, 14-15, and 21. 

18 Jbid., p. 17. The resolutions are printed in full in Trabajo y Previsién 
Social (México), vol. 29, nos. 106-7 (1945), pp. 101 ff., this particular reso- 
lution appearing on p. 120. 

19 The precedent chiefly relied upon for the doctrine that an international 
obligation will prevail as against a statute—sentence of March 18, 1941, 
Gaceta Judicial, vol. 50, nos. 1966-8, p. 701—is discussed in the article cited 
supra, note 14, at p. 1109. It seems hardly this strong. Cf. W. M. Gibson, 
“International Law and Colombian Constitutionalism,” Amer. Jour. of 
Int’l Law, vol. 36 (1942), p. 614. 
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By Fasten Harvey Gardiner* 


The Mexico-Toluca Railroad wrote one of the most interesting 
and unusual chapters of railroad finance. Shortage of operating 
capital combined with abundance of governmental interest in 
the improvement of the Mexican transport system to account for 
a fantastic tale of railroad construction and finance. 

In mid-September 1870 the Ministry of Fomento transmitted 
to the Chamber of Deputies a petition from Mariano Riva Pala- 
cio, Governor of the State of Mexico. The Governor wanted to 
connect Toluca, the capital of his state, with the national capital 
by means of a railroad. While the issue was still being consid- 
ered by the appropriate congressional commission, the legis- 
lature of the State of Mexico asked that preferential treatment 
be given the project. 

A bill written by the First Commission on Industry and re- 
ported to the Deputies on October 3 set forth the bases for the 
construction of a railroad between Mexico and Toluca, with a 
branch line to stretch northward from Mexico to Cuautitlan.? 
An urgent note was sounded when the entire congressional depu- 


* Mr. Gardiner is assistant professor of Latin American History at 
Washington University. 

1 Diario de los debates. Quinto Congreso constitucional de la Union, 
(México: Imprenta del gobierno, Palacio, 4 cargo de José Maria Sandoval, 
1871), 4 vols., III, 12, 81-82. (Hereinafter the congressional debates will 
be cited as Diario de los debates.) 

2 Ibid., 124. 
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tation from the State of Mexico petitioned the Chamber to dis- 
pense with the normal rules of procedure so that the opinion of 
the First Commission on Industry relative to the railroad could 
be given immediate attention. Eleuterio Avila, leader of the 
delegation and representative from the electoral district of 
Toluca, explained to the Deputies that haste was necessary so 
that the congressional action could be completed before the 
scheduled adjournment of the legislature of the interested state 
on October 15, 1870.2 The willingness of Congress to set aside 
the rules and debate the issue at once might be taken as some 
indication of the interest of that body in the advancement of 
the nation’s transport system. 


A full report was made by the three-man commission. The 
petition was approved in principle but the commission main- 
tained that such concessions could be made more expeditiously 
by the executive in the form of contracts. Since such authoriza- 
tion had not as yet been granted the executive, it was held that 
this particular concession should be in the form of a law. In 
order to remove certain obvious obstacles to the completion of 


the projected railroad, the commission recommended that all 
land and other property needed in the undertaking be expro- 
priated. Although there were no taxes at the moment upon 
railroads, the commission foresaw the day that such might be 
instituted and so it urged that the enterprise be exempt from 
any taxes that might be established in the future. The payment 
of a cash subsidy by the government was recommended. In 
connection with this specific railroad grant the commission 
suggested that the government establish as a rule for the future 
as well the idea that the railroads of Mexico be of the narrow 
gauge variety.5 In a conscious effort to stimulate the prompt 


3 Tbid., 130-31. 

4 Since chief executives were later authorized to conclude contracts on 
such matters, this suggestion by the congressional commission is not with- 
out its importance. 

5 The issue of narrow gauge versus standard gauge continued answered 
throughout the Juarez and Lerdo administrations. Julia Roman, Historia 
de los ferrocarriles de México (México: Talleres graficos del museo nacional 
de arquelogia, historia y etnografia, 1933), 10. 
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completion of the project it was urged that the concession lapse 
if a certain rate of construction was not maintained within spe- 
cific periods of time. Many of these general observations re- 
ported by the commission sprang from the limited Mexican ex- 
perience with railroad construction and were to condition future 
governmental action to a remarkable degree.* The congressional 
consideration of the Mexico-Toluca Railroad project definitely 
helped to crystallize certain policies that persisted for years in 
the sphere of government-railroad relations.” 


Discussion of the bill found Deputy W. Gonzalez objecting to 
the wording of the authorization. He contended that the bill 
seemed but a recognition of authority already possessed by Riva 
Palacio, authority possibly accorded by his state government. 
Gonzalez insisted that the wording reflect the idea that the grant 
of authority was emanating from the federal government. In 
such manner the Mexican clash between the state and the federal 
right to grant concessions induced some comment. The execu- 
tive branch entered the debate to urge that the statement of 
obligations shouldered by the company plainly indicate that the 


obligations persisted whether or not the enterprise used a gov- 
ernment subsidy in the construction of its line. By an over- 
whelming majority an amended bill won congressional backing 


6 At the time of Riva Palacio’s petition to congress the only important 
stretch of railroad track that operated to the advantage of the national 
economy was that between Mexico and Puebla which had been dedicated 
September 16, 1869. Republica mexicana, Informes y manifiestos de los 
poderes ejecutivo y legislativo de 1821 @ 1904 (México: Imprenta del gobi- 
erno federal, 1905), 3 vols., II, 30-32. 

7The writer does not subscribe to the idea there is no evidence that 
President Juarez had any railroad policy. (Fred Wilbur Powell, The 
Railroads of Mexico (Boston: The Stratford Co., 1921), 188.) Though 
Juarez’s experience in regard to railroad grants was not so broad as that 
of either Lerdo or Diaz, certain patterns of governmental policy that later 
became laws do have their roots in the Juarez years. Failure to give 
Juarez the moderate measure of credit that is due him in this matter may 
stem from the neglect accorded the railroad problems of his day by such 
standard biographers as U. R. Burke, A Life of Benito Juarez (London: 
Remington and Co., Ltd., 1894) and Ralph Roeder, Juarez and His Mexico 
(New York: Viking, 1947), 2 vols. 
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and its promulgation by the executive on October 10, 1870, made 
the measure fully effective. Governmentally the way was clear 
for the construction of a railroad from Mexico to Toluca, with 
a branch line to Cuautitlan.§ 

Subsequent developments were to focus particular attention 
upon certain portions of that law. For each kilometer of track 
constructed the government could collect a cash subsidy of 3,000 
pesos from the government. The concession could lapse for 
either of two reasons: (1) failure to construct at least ten kil- 
ometers of the road within the ensuing eighteen months, or (2) 
failure to complete the entire project within six years. 

Little is known of Mariano Riva Palacio’s immediate efforts 
to finance the projected line beyond the assertion that the major- 
ity of those identified with his company were native Mexican 
capitalists..° Subsequent financial developments prompt the as- 
sertion the men were capitalists in name only—peso-less patriots 
seems to describe them better. 


Paralleling, in point of time, the above legislative action con- 
cerning the Mexico-Toluca Railroad, the Chamber of Deputies 


was engrossed in debate over the lottery question. Originally 
founded in Mexico in 1771, that institution had been prohibited 
since June 28, 1867. At that time Juarez, on his way back to 
the capital following the collapse of the Maximilian regime, had 
decreed the abolition of raffles and lotteries throughout the na- 
tion, primarily upon moral grounds. Despite the fact that 
numerous petitions had been directed to the national authori- 
ties by state lotteries, ticket-sellers, and church prelates, the 
administration maintained its unyielding attitude.1! Neverthe- 


8 Fifth Congress, 3rd Session, Diario de los debates, 141-47, 176, 177-79. 
®9 Manuel Dublan and José Maria Lozano, Legislacién mexicana ... 
(México: Imprenta del Comercio, 1876-1910), 50 vols., XI, 182-83. The 
impoverished state of the Mexican treasury is reflected in the qualifying 
statement that none of the subsidy would be paid prior to January 1, 1873. 

10 Roman, Historia de los ferrocarriles, 11. 

11 Dublan and Lozano, Legislacién mexicana, X, 22-23, and Romulo 
Velasco Ceballos, Las loterias: historia de estas instituciones, desde de 
Real, fundada en 1771, hasta la Nacional para la beneficencia piblica 
(México: Talleres graficos de la Nacién, 1934), 110-12. 
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less within the capital itself some small lotteries did continue 
to operate until early March 1868. Those privileged lotteries 
constituted the financial backbone of various charitable and edu- 
cational institutions whose worthwhile work could not be al- 
lowed to languish merely because of the impoverished condition 
of the national treasury.’* The same combination of factors— 
worthwhileness of enterprise and lack of funds—was soon to 
find the construction of a railroad and the operation of a lottery 
closely related. 


The Mexico-Toluca Railroad did not lead the battle against 
the prohibition on lotteries but some of the very people who had 
evinced interest in the railroad did wage the pro-lottery cam- 
paign. On September 27, 1870, the very day that the legislature 
of the State of Mexico was petitioning the Chamber of Deputies 
that special consideration be given the railroad proposition, the 
first reading was given a bill which provided for the lifting of 
the prohibition on lotteries. Perhaps it was the merest coinci- 
dence that found Eleuterio Avila, deputy from Toluca and spokes- 
man for the railroad interests, also a leader of the pro-lottery 
element in congress. The proposed lottery legislation took pre- 
cautions to avoid the recurrence of the frauds and other excesses 
which had previously helped to blacken the name of the insti- 
tution in the more moral Mexican minds.” 

By October several proposals relating to lotteries indicated 
that the interest in that subject was really national in scope. 
The deputation from Colima presented a bill for the lifting of 
the existing ban and the re-establishment of the Lottery of San 
Carlos.‘ Additional impetus was given congressional consider- 
ation of the lottery question when permission was sought for 
the raffling of some houses by J. José Mufioz."® 


12 Dublan and Lozano, Legislacién mexicana, X, 279. 

13 Fifth Congress, 3rd Session, Diario de los debates, 82, 112. 

14 Jbid., 198. The San Carlos Lottery, so named because the proceeds 
went to the support of the art academy of the same name in Mexico City, 
had been the principal lottery in the country between 1843 and 1861. 
Artemio de Valle-Arizpe, La loteria en México (México: Talleres graficos 
de la loteria nacional, 1943), 38. 

15 Fifth Congress, 38rd Session, Diario de los debates, 272, 304. 
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Proposals for specific lotteries gradually gave way to discus- 
sion of the general question. When the deputies, after consid- 
erable debate in November, 1870, went on record as favoring 
the reinstitution of lotteries, the proposal was opposed by the 
executive. In this instance it was clearly evident that the high 
moral view assumed by the executive was not endorsed by the 
public or the legislature and so the latter decided to pay no at- 
tention to the executive’s opposition. A general measure, effec- 
tive as of December 6, 1870, permitted the executive to authorize 
the establishment of raffles and lotteries in instances in which 
the proceeds were destined for useful ends. Lack of unanimity 
within the delegation of the State of Mexico as late as December 
5 indicates that as yet the identity of viewpoint of the railroad 
and lottery interests had not been achieved.’® Meanwhile little 
had transpired between October 10 and December 15, 1870 to 
further the railroad project and it drew but the briefest com- 
ment by President Juarez as he closed the session of congress.'* 


Not long after the legalization of lotteries the authorities of 
the Mexico-Toluca Railroad turned to such as a means of financ- 
ing their project. On January 30, 1871 the bases were set forth 
upon which the railroad could conduct a lottery. Since the rail- 
road and the lottery were financially inseparable thereafter, that 
license is of special interest. Article I located the railroad lot- 
tery in the national capital. Article II, in conformity with the 
general lottery legislation, required that 15 per cent of the in- 
come of the lottery be assigned to the establishment and main- 
tenance of the railroad, which, in this particular instance, was the 
useful end to which the lottery was dedicated. Article III de- 
tailed the nature and number of sorteos 1® that could be held 
annually. They fell into three categories: minor, major, and 


16 Jbid., 348, 454, 456-57, 508, 547, 566, 600, 618-23, Dublan and Lozano, 
Legislacién mexicana, XI, 194-95. 

17 Informes y manifiestos, II, 48. 

18 The term sorteo possesses a breadth of meaning not covered in the 
English word drawing. It implies the issuance and sale of tickets as well 
as the final drawing. Because it is more meaningful than the word drawing 
and less confusing than would be the use of the term lottery to mean both 
the institution and the individual events, the Spanish term is employed. 
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grand or super sorteos. A minor sorteo provided for the sale of 
15,000 tickets and whether sold as complete tickets or in frac- 
tional parts the potential income was 15,000 pesos. Of that sum 
10,504 pesos, or 70 per cent, went out in prizes, 15 per cent went 
to the railroad, and the expenses of the lottery had to be covered 
by the remaining 15 per cent. Twelve such minor sorteos were 
held annually and each had two hundred prizes, ranging from 
the top one of 4,000 pesos down to numerous prizes of 24 pesos 
each. A major sorteo, of which there were ten annually, found 
the income of 60,000 pesos again broken down on the 70-15-15 
basis. Three hundred prizes, totaling 42,000 pesos, ranged from 
one of 20,000 pesos to many of 50 pesos each. The super events 
were but two in number, one being held May 5 and the other 
September 16 annually.!® Prizes for each of those extrava- 
ganzas amounted to 104,200 pesos, with the range extending 
from a first prize of 50,000 pesos down to numerous 50-peso 
awards. As in the previous instances the ratio of 70 per cent 
for prizes to 15 per cent for the railroad and 15 per cent for ex- 
penses was maintained. Other terms of the license, in addition 


to providing for the efficient and honest administration of what 
was a business of considerable proportions, included the pro- 
vision that the 15 per cent due the railroad was to be drawn 
from the accounts of the lottery every four months.*° 


The combined 15 per cent yield of the twenty-four sorteos 
each year, assuming every ticket was sold, amounted to 162,000 
pesos income annually for the Mexico-Toluca Railroad. Lest 
this sum sound inconsequential, let it be remembered that the 
narrow gauge railroad was of almost Tom Thumb-like propor- 
tions *! and further that the lottery was but intended to supple- 
ment other capital investment in the line. The occasional theft 


19 These dates are significant as two of the foremost Mexican holidays— 
May 5 the anniversary of the great victory over the French at Puebla in 
1862 and September 16 the anniversary of the origin of the war of inde- 
pendence under the leadership of Hidalgo in 1810. 

20 Dublan and Lozano, Legislacién mexicana, XI, 472-74. 

21 The entire length of the projected railroad, main and branch lines, 
approximated 100 kilometers. 
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and loss of tickets through other means kept the real income 
from matching the potential.** 


The lottery was an instant success. Not unimportant in that 
connection was the fact that it enjoyed a virtual monopoly dur- 
ing the Juarez years. Even though lotteries mushroomed rap- 
idly during the Lerdo regime, its early advantage, plus its record 
of fairness and prompt payment of all prizes, enabled the lottery 
of the Mexico-Toluca Railroad to continue as the most popular 
and largest one in the capital. Furthermore the percentage of 
ticket revenue it assigned to prizes was unusually high. Very 
early in its operation the State of Mexico ceded its management 
rights to a company, the state contenting itself with the 15 per 
cent due from the income of the lottery.** 


Meanwhile the railroad itself was far from a success. By 
early April 1872 eighteen months had passed and the concession 
lapsed because the company had not put down ten kilometers of 
track. Not one to give up so easily, Mariano Riva Palacio, still 
the representative of the company, asked congress for an exten- 
sion of time. As he asked for an additional eight months in 
which to meet the ten kilometer requirement, he buttressed his 
case with a recital of the difficulties that had been experienced. 
Foreign demand for rails had made it impossible for his enter- 
prise to acquire that necessary item. Mexican hesitance to in- 
vest capital in railroads, a by-product of the nation’s tradition 
of revolutionary upheaval, had constituted a second obstacle.** 
Accordingly much of the time that should have been dedicated 
to the physical advancement of the road had been consumed in 
efforts to effect the financial organization of the company. Riva 
Palacio’s third problem had been the transportation of mate- 


22In August 1876, for example, Director Leandro Cuevas reported the 
theft of some 300 tickets which were being sent to the agency in Morelia. 
Diario oficial del gobierno supremo de la Republica (México: Imprenta del 
gobierno, en Palacio, a cargo de José Maria Sandoval, 1867-1876, 10 vols., 
August 11, 1876. 

23 Velasco Ceballos, Las loterias, 112-14, 118. 

24 The election-inspired revolutionary movement which Diaz fomented in 
1871-72 was the immediate event that had discouraged Mexican investors. 
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rials.» Looking forward to revalidating the concession, a bill 
was considered which allowed the company until September 30, 
1872 to complete the initial stretch of ten kilometers of track. 
It further proposed that either failure to construct at least 
twenty kilometers of track annually thereafter or failure to con- 
clude the main and branch lines within the initially established 
six-year period would result in a cancellation of the concession. 
With but a slight modification which reduced the annual con- 
struction schedule from twenty to twelve kilometers, the bill 
became law and the concession was revalidated as of May 21, 
1872.26 With this revalidation of the concession less than two 
months prior to the death of Juarez, presidential relations with 
the railroad were soon assumed by Sebastian Lerdo. 

One more act of the Juarez administration did relate to lot- 
teries. A decree of June 28, 1872 levied a 10 per cent federal 
tax on all lottery prizes. No exceptions were made and it con- 
sequently concerned the Mexico-Toluca Railroad Lottery as 
much as any other.?? Since the tax was only upon prizes, it did 
not affect in any way the revenue of the railroad company. In 
the long run the tax must have aided the continuance of both 
the lottery and the railroad by the government. Any national 
administration which was made to realize that it annually re- 
ceived a sum in excess of 75,000 pesos through the application 
of the lottery tax against the prizes given by the Lottery of the 
Mexico-Toluca Railroad must have been favorably disposed to- 
ward both the lottery and the related railroad company. When 
at a later date the construction program again fell upon evil 
days, the measure of generosity exhibited by the government 
may have sprung, in part, from the identity of interest the 10 
per cent lottery tax had established between government and 
railroad. 


25 Sixth Congress, 2nd Session, Diario de los debates( 1001-02. It is to 
be remembered that the first railroad connecting Mexico City with a port 
was not completed until early 1873. Roman, Historia de los ferrocarriles, 9. 

26 Sixth Congress, 2nd Session, Diario de los debates, 1002, 1066, 1191-94 
and Dublan and Lozano, Legislacién mexicana, XII, 199-200. 

27 Diario oficial, June 29, 1872 and Dublan and Lozano, Legislacién mexi- 
cana, XII, 213-14. 
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Shortly after Lerdo assumed the presidency a study of the 
lotteries then in operation was made by F. Carbajal Espinosa. 
His report, which went to the Ministry of Hacienda, gave con- 
siderable attention to the railroad lottery. Of the eighteen lot- 
teries operating in the capital as of August 27, 1872, that of the 
Mexico-Toluca Railroad was the largest by far. More than one- 
third of all the prizes, and hence taxes too, were paid by the 
railroad lottery.?® 


The prospects for the continuance of both the railroad and 
the lottery were enhanced when the company met the Septem- 
ber 30, 1872 deadline and indicated that the first ten kilometers 
of track were in place. But much of the time the only activity 
of the railroad company was that related to the conduct of the 
lottery.2® Advertising contained in the Diario oficial attests the 
continued operation of the lottery throughout the years of the 
middle 1870’s.*° During all that time it was under the direction 
of Leandro Cuevas who repeatedly announced in the press that 
the honest management of the affairs of the lottery had led the 
public to repose the fullest measure of confidence in it. Likewise 
contributing to its popularity was the payment of prizes in silver 
rather than the paper money which commonly suffered a dis- 
count of 50 per cent. The gala air lent the drawing festivities 
by the presence of orchestras was not without its attraction.*! 


Although construction of the railroad was not pursued with 
any regularity, the officials of the company did at least keep 
their interest in the project alive by complying with the by-laws 
which provided for meetings of the Board of Directors.*? 


President Lerdo, as he opened a session of congress on April 
1, 1874, announced that the stretch of track from Mexico to 


28 Diario oficial, October 11-18, 1872. 

29 Roman, Historia de los ferrocarriles, 11. 

30 For typical examples see Diario oficial, June 6, 1872, September 21, 
1872, December 28, 1872, March 21, 1873, June 28, 1873, October 4, 1873, 
and January 12, 1874. 

31 Jbid., November 30, 1873 and September 4, 1873. 

32 For examples see the notices in the Diario oficial, November 1, 1873 
and November 2, 1876. 
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Tlalnepantla had been put into operation the previous day. 
Pleased with that accomplishment, the chief executive looked 
forward to the completion of the line because of what it would 
mean to the states of México, Querétaro, and Michoacan. The 
warm words of Ramén Guzman, President of the Congress, in- 
dicated that that body was likewise favorably disposed toward 
the project.** 

Official favor did not persist for long in the face of the com- 
pany’s failure to push its constructive program. By the end of 
May 1875 congress was moving to cancel the concession enjoyed 
by the company. Even as it did so though, the government 
looked forward to the conclusion of a new contract on the same 
subject, possibly even with the same company.** In view of 
that intention on the part of the government, the survival of the 
Mexico-Toluca Railroad Company may be attributed, in no small 
part, to the revolutionary activity which soon consumed the at- 
tention of the Lerdo government.**® With the close of 1876 and 
the triumph of the Diaz-led Revolution of Tuxtepec, the railroad 
and its lottery closed a second phase of their history. During 
the period of Lerdo’s power, from July 1872 to November 1876, 
the lottery had been an uninterrupted success, but railroad con- 
struction had bogged down between Tlalnepantla and Cuautitlan. 


The Diaz regime vigorously tackled the problem of transpor- 
tation. General Vicente Riva Palacia, Minister of Fomento, 
adhered to a railroad policy which stressed liberal concessions 
to states for the construction of local lines. The emphasis on 
meeting local needs was designed in part to encourage local cap- 
italists to support railroad projects. The federal government 
hoped the state lines could be united later into a national rail- 
road system.*® Envisioning railroad construction on a local 


33 Informes y manifiestos, II, 108, 111 and Diario oficial, March 27, 1874. 

34 Seventh Congress, 4th Session, Diario de los debates, 1001; Diario 
oficial, June 21, 1875; and Robert B. Gorsuch, The Republic of Mexico and 
Railroads. ... (New York: Hosford and Sons, 1881), 15. 

35 Roman, Historia de los ferrocarriles, 35. 

36 Fernando Gonzalez Roa, El problema ferrocarrilero y la Compania 
de los ferrocarriles nacionales de México (México: Carranza e hijos, 
1915), 18. 
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basis made it easy for General Vicente Riva Palacio to look with 
favor upon the Mexico-Toluca project. In addition, the fact that 
the driving force behind the railroads, Mariano Riva Palacio, 
was the father of the Minister of Fomento did not hurt the 
chances of the continued existence of the company under the 
new national administration. 


In his address inaugurating a congressional session on Sep- 
tember 19, 1877, President Diaz indicated that a new contract 
would soon be entered into by the company and the government.** 
The resultant decree of December 22, 1877 served as the legal 
basis for relations between government and company until the 
latter passed out of existence. The Mexico, Toluca, and Cuau- 
titlan Railroad Company was authorized to construct and oper- 
ate a railroad for ninety-nine years. Special attention was 
given the completion of the line to Cuautitlan although the one 
to Toluca could be constructed simultaneously. All had to be 
completed within two and one-half years. Upon payment of 
heavy fines, two six-month extensions might be gained. Ten 
kilometers had to be completed within the initial nine months. 
Land grants, tax exemptions, and other grants stipulated in the 
earlier concessions were reiterated. A telegraph line was to 
parallel the railroad and for the joint undertaking the govern- 
ment pledged a subsidy of 8,000 pesos per kilometer,** such sub- 
sidies to be paid upon completion of 10-kilometer sections of the 
project. Article XXI provided that the life and death, the very 
destiny, of the lottery would parallel the fortunes of the railroad 
company itself. The stipulation was repeated that the net in- 
come of the lottery was to go to further the construction of the 
line. Article XXXIII stipulated that the railroad company was 
and would continue to be Mexican. Though private individuals 
of the company could be of foreign citizenship, repeated safe- 


37 Informes y manifiestos, II, 148-51. 

38 The subsidy of 8,000 pesos per kilometer in the concession of 1877 is 
in marked contrast to that of 3,000 pesos in the agreement of 1870. How- 
ever the 1877 figure does not reflect any special consideration for the 
Mexico-Toluca project but is merely representative of the more realistic 
program of railroad subsidization by the Diaz administration. 
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guards were set up to prevent the admission of foreign states as 
parties to the project. The principal office of the company was 
to be in Mexico City and the government was to be represented 
on the Board of Directors. Annual reports were to be expected 
from the railroad every January, reports which were to be 
minutely concerned with the capital structure of the company 
and the physical operations of the railroad. If the concession 
lapsed, the government could dispose of the rights to any other 
company.*® 


Under that new statement of concession the company dedi- 
cated its every energy to the completion of the Cuautitlan branch 
line. On April 1, 1878 Diaz announced that the line from Mex- 
ico to Cuautitlan was being dedicated the following day. In this 
halting fashion, the construction of the 2614 kilometers of track 
between Mexico and Cuautitlan had consumed more than seven 
years. More than one-third of the construction had been 
achieved during the four months interval following the conces- 
sion of December 1877.*° 


The company, after having given almost eight years attention 


to the branch line to Cuautitlan, turned its energies in the direc- 
tion of Toluca. Topographically the main line was the more 
difficult part of the project, a fact that had previously led the 
shaky organization to attempt the easier branch line first. By 
early November 1878 some five kilometers of track were down 
in the direction of Toluca and by mid-September 1879 three 
more kilometers were in place. 


Meanwhile on April 1, 1879 the company had been accorded 
a contract to extend its line north from Cuautitlan as far as 
Tula, Hidalgo. That project was pushed more rapidly than was 
the construction toward Toluca. Shortly work on the Toluca 
section stopped and complete attention was given the construc- 
tion to the north. President Diaz, reporting to congress on Sep- 
tember 16, 1879, indicated that fourteen kilometers of track 


39 Dublan and Lozano, Legislacién mexicana, XIII, 402-11. 
40 Informes y manifiestos, II, 157 and Roman, Historia de los ferroca- 
rriles, 36. 
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had been put down toward Tula while only three had been added 
toward Toluca.*! Although it was not readily apparent at that 
moment, that was the last work by the company on the Toluca 
section of the line. The railroad construction pattern is appar- 
ent from the following tables: * 


TRACK COMPLETED BY THE MEXICO-TOLUCA RAILROAD COMPANY 


(a) On the branch line to Cuautitlan 


Date 
Section Distance Completed 


Mexico-Atzcapotzalco 10 kms. 10-22-1872 
Atzcapotzalco-San Martin 1 km. 968.60 ms. 10-31-1873 
San Martin-Tlalnepantla 4 kms. 272 ms. 4- 1-1874 
Tlalnepantla-La Lecheria 10 kms. ? 

La Lecheria-Cuautitlan 7 kms. 130 ms. 4- 1-1878 
Cuautitlan-Vertideros 14 kms. 33 ms. 9-10-1879 
Vertideros-Huehuetoca 4 kms. 26 ms. 9-30-1879 
Huehuetoca-Salto 20 kms. 11-10-1880 


(b) On the main line to Toluca 
Tacuba-Naucalpan 5 kms. 360 ms. 11-12-1878 
Naucalpan-Los Cuartos 3 kms. 40 ms. 9-10-1879 
Los Cuartos-San Luis 4 kms. 470 ms. 11-30-1880 


The lottery, operating under the concession of December 1877, 
continued to prosper. So good was its credit-standing in that 
period that one winner, holding a ticket worth 10,000 pesos, 
elected to make a trip to New York before cashing the ticket. 
Its income for the period January 1, 1878 to August 30, 1880 
amounted to 604,818.78 pesos.*® Such earnings constitute one 
index to the tax the government collected through the 10 per 
cent levy on lottery prizes, a tax which was still in effect. So 


41 Jbid., 36-37 and Mariano Barcena, Los ferrocarriles mexicanos (Méx- 
ico: Tip. literaria de F. Mata, 1881), 27 and Informes y manifiestos, II, 
173, 182. 

42 The tables are constructed from data presented in Barcena, Los ferro- 
carriles mexicanos, 27. 

43 Velasco Ceballos, Las loterias, 119. 
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considerable was the government’s revenue from the lottery that 
the lottery itself indirectly contributed most of the 8,000 pesos 
per kilometer subsidy which the government paid the company. 
With a minimum of direct expenditure the government won 
considerable goodwill through a sequence which found the com- 
pany engaged in taking money out of one pocket, the lottery, and 
putting it into another, railroad construction, after momentarily 
passing it through the hands of the government in the form of 
lottery tax. 


The year 1880 saw continued work on the line toward Tula 
but the expiration of the concession of December 22, 1877 was 
nonetheless declared because of the failure of the company to 
complete the line to Toluca in the allotted thirty months.*# As 
the first Diaz administration drew to an end, the railroad com- 
pany was tottering. At the close of that Diaz term the com- 
pany had seventy-one kilometers of track.** 


During President Gonzalez’s term in office (1880-1884), fun- 
damental changes occurred in Mexican railroad policy. Minis- 
ter of Fomento Carlos Pacheco wanted a unified national system 


of railroads, not a hodgepodge of short state lines. To achieve 
that end the government increasingly interested foreign capi- 
talists in Mexican railroads. That policy, under the same Min- 
ister of Fomento, was continued by Diaz after 1884.46 Yet 
President Gonzalez gave the Mexico-Toluca Company a new 
lease on life when, in January 1881, he authorized it to continue 
the construction of the line to the north.*7 The revival was in 
name only because no construction was undertaken. In May 
1881 the railroad company transferred all its rights and obliga- 


44 Informes y manifiestos, III, 193, 204 and Dublan and Lozano, nee 
lacién mexicana, XIV, 289. 

45 Roman, Historia de los ferrocarriles, 37. A company inventory, dated 
December 12, 1880, asserted that eighty-four kilometers of track had been 
iaid, of which seventy-six and one-half kilometers were in use. That in- 
ventory likewise listed the following rolling stock: 5 locomotives, 29 pas- 
senger cars, and 58 freight cars. The railroad company’s employees totaled 
319 persons. Barcena, Los ferrocariles mexicanos, 28. 

46 Powell, The Railroads of Mexico, 186. 

47 Dublan and Lozano, Legislacién mexicana, XIV, 711-12. 
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tions to the Mexican National Construction Company,*® an act 
which sounded the death-knell of the enterprise which had been 
conceived in 1870 and pursued thereafter for more than a decade. 
Always beset by myriad obstacles, not the least of which had 
been finances, the company had known only a most precarious 
existence. The final failure of the railroad, as its incorporation 
into a new and larger corporate enterprise must be viewed,*® 
could scarcely come as a surprise to anyone. On the other hand 
the last chapter of the railroad-lottery partnership, the destiny 
of the lottery, did sound a note of final triumph. 


The agitation for the establishment of a national lottery which 
had been in evidence on numerous occasions *° throughout the 
1870’s bore fruit early in the Gonzalez administration. A de- 
cree of September 1881 provided for the inauguration of a Na- 
tional Lottery on January 1, 1882. In the interim the lottery of 
the old Mexico-Toluca Railroad Company operated under gov- 
ernment auspices. The law establishing the National Lottery 
incorporated several ideas which sprang from the experience of 
the efficiently operated railroad lottery. Until the Ministry of 
Hacienda, which was charged with the administration of the 
National Lottery, could effect the organization of that institu- 
tion, it was stated that the personnel of the old railroad lottery 
would continue to serve.®! The old officers served the new Na- 
tional Lottery for some time and the capable director of the 
company lottery, Don Leandro Cuevas, not only assumed the post 
of administrador of the National Lottery but he continued to 
hold it until 1894.°° 


As a contribution to the later railroad systems which were 
to traverse Mexico from east to west and from north to south, 


48 Roman, Historia de los ferrocarriles, 37. 

49 By February 6, 1883 both freight and passenger railroad service 
existed between Toluca and Mexico City. W. Rodney Long, Railways of 
Mexico (Washington: Government Printing Office, 1925), 8. 

50 A typical illustration is found in the congressional debate of Septem- 
ber 25, 1873. Sixth Congress, 3rd Session, Diario de los debates, 91-93. 

51 Dublan and Lozano, Legislacién mexicana, XVI, 98-100. 

52 Velasco Ceballos, Las loterias, 133-35. 
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the Mexico-Toluca project was not without its relationship to 
the transport systems of today. In like manner its adjunct, the 
lottery, a notable success in its own right, also played a role on 
the larger stage as an important link in the history of the Mexi- 
can lotteries. Despite the relationship of the local railroad to 
bigger transport systems and the railroad lottery to national 
ones, the relationship of railroad company to company lottery 
was always a strange one, so strange as to constitute an utterly 
fantastic chapter of railroad finance. 





Case Study in Frustration: 
Abie Memaiiten and Commis 
Seaway at Post Wee 
Snter-American Conferences 


By lin R. th Wher’ 


The Inter-American Technical Economic Conference scheduled 
for Buenos Aires serves to focus attention on the major factor 
in the recent decline in relations between the United States and 
Latin America—the feeling prevalent in Latin America that the 
United States is in a large measure indirectly, if not directly, 
responsible for its current economic difficulties. Whether Latin 
Americans are justified in this attitude and in their further 
contention that the United States is under obligation to ameli- 
orate their condition is a highly debatable question. 

In his recent analysis of the Santiago Conference of the 
United Nations Economic Commission for Latin America, Simon 
G. Hanson stressed the “repeated effort of delegates . . . to 
identify century-old shortcomings of internal economic policy 
as the results of wartime sacrifices with the implication that 
responsibility for the present situation should be assumed by 
the United States”.1 Mr. Hanson’s thesis that the primary 


* Miss Willner is a graduate student at the University of Chicago. 
1 Simon G. Hanson, “A Case Study in Futility,” Inter-American Economic 
Affairs, Autumn, 1948, p. 84. 
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source of the economic ills of Latin America is the economic 
and social structure characteristic of the Latin-American states 
is undoubtedly true. And his conclusion that the ultimate 
solution can only be reached through policies involving drastic 
domestic reforms cannot be overemphasized. Nevertheless, 
although it is essential for Latin Americans to recognize the 
futility of outside aid without a thorough-going housecleaning 
at home, it is likewise essential for us to recognize that we are 
not entirely blameless in the creation of the current situation. 
A summary of outstanding Latin-American postwar problems 
and of their treatment at recent Inter-American conferences 
makes it apparent that the present attitude of Latin America 
may be more than a mere manifestation of the universal pro- 
pensity to find a scapegoat for one’s difficulties. 


The Inter-American Technical Economic Conference itself 
constitutes a source of bitterness in Latin America. For this 
conference was originally scheduled to be held in Washington 
in June 1945 for the purpose of adopting concrete measures 
to implement the Economic Charter of the Americas and the 


economic resolutions which were formulated at the Inter- 
American Conference on Problems of War and Peace at Mexico 
City in March, 1945. Its continued postponement signified to 
Latin America that her ardent wartime wooing by the United 
States had been merely a measure of expediency. 


It will be recalled that with the advent of World War II, the 
initially passive Latin-American states were avidly courted by 
the United States to insure their support and cooperation. Good 
Neighbor spokesmen were indeed plentiful, and substantial 
future aid was promised in return for immediate cooperation. 
In July, 1940, an additional $500,000,000 was added to Export- 
Import Bank funds for credit distribution in Latin America. 
There were also set up numerous agencies, including the Office 
of Inter-American Affairs, ostensibly for the purpose of aid- 
ing Latin America’s war and post-war activities. At the Third 
Consultative Meeting of the Foreign Ministers of the American 
Republics held in Rio in 1942, it was agreed that the Latin- 
American countries would adjust and convert their production 
toward basic strategic materials to meet the most urgent needs. 
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They were also to furnish these materials to the United States 
under procurement contracts at fixed prices rather than selling 
them at whatever market prices would prevail at the time 
of sale. 


Latin-American Economic Situation, 1945 

At the close of the war, the Latin-American economies 
appeared on the surface to be in a favorable position as con- 
trasted with that of prewar years when their unfavorable trade 
balances and heavy debts had caused recurrent balance-of-pay- 
ments problems. Through wartime purchases, especially by the 
United States, they had accumulated a flood of foreign exchange. 
Merchandise exports to the United States alone had increased 
from a value of $452,947,000 in 1938 to $1,623,218,000 in 1945. 
Encouraged by foreign loans and investments, new industries 
had grown up and old ones had expanded. During the war, 
Latin-American countries had exported not only their traditional 
agricultural staples and raw materials, but also finished textile 
goods, leather commodities, cut diamonds and other products 
which could thrive well as competitive producers in other areas 
were forced to curtail or diminish production.* 

But this surface appearance was misleading; for actually 
the Latin-American economies were on the whole in a very pre- 
carious position. Nearly all the countries were suffering from 
an inflation even more acute than that threatening the rest of 
the world, as is obvious from a glance at the indices of the cost 
of living. With 1937 taken as base year (equal to 100), the 
1944 index ranged to 470 and that of 1945 to 496. During the 
latter years, the cost-of-living index was lowest in Buenos Aires, 
113 in 1944 and 135 in 1945. In Australia, another compara- 
tively under-developed area, it was 129 during these years.‘ 

The inflation had its roots in the exceedingly high flow of 
money and credits into Latin America, much of it accounted for 


“Daniel Roxon, “United States Trade With the Other American Repub- 
lies in 1947,” Foreign Commerce Weekly, April 17, 1948, p. 5. 

3 Ibid., passim. 

4 United Nations Economic and Social Council: Report of the Ad Hoc 
Committee on Proposed Economic Commission for Latin America, Doc. E- 
630, January 29, 1948, p. 63. 
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by the heavy wartime purchases of the United States and by 
loans from the United States especially aimed at the encourage- 
ment of production of vital commodities. As reserves in cen- 
tral and commercial banks grew, credit expansion was furthered, 
aiding the inflationary spiral. This added income was not 
drained off by a corresponding increase in external expenditures ; 
for imports, particularly of the type most in demand, were 
either not being produced by the countries of supply or were 
in short stock. In fact, price rises in Latin America had begun 
early in the war when imported goods were priced higher as 
their cost increased in the producing countries and the freight 
and insurance charges also increased. 

Price rises soon spread to domestically produced commodi- 
ties, partly because production was impeded by the difficulty of 
obtaining capital goods and partly because of the progressive 
deterioration of those on hand. The decline in the importa- 
tion of industrial equipment must be regarded as an important 
factor in what Mr. Hanson has termed the “inability to achieve 
satisfactory increases in the volume of production” as compared 
with the increased wartime production of the United States.5 
In Uruguay, for example, imports of fuel and lubricants de- 
clined in value from $14,349,000 to $11,191,000 in the single 
year from 1941 to 1942, imports of automotive vehicles from 
$3,268,000 in 1941 to $574,000 in 1943, imports of machinery 
and accessories from $3,600,000 in 1941 to $1,740,000 in 1944 
and of electrical equipment from $1,363,000 in 1941 to $500,000 
in 1943.6 Even where figures indicate an increase in the value 
of Latin-American imports, this increased valuation was often 
the result of higher prices and does not necessarily indicate 
an increase in volume. 

Thus it is not surprising that production costs rose and pro- 
duction did not achieve spectacular heights. In a relatively in- 
dustrialized country like Brazil, for example, production costs 
rose 12% as compared with Great Britain and 90% as compared 


5 Op. cit., p. 82. 

6“TThe National Economy of Uruguay,’ Commercial Pan America, 
May, 1948, p. 29. 

7 Olive Holmes, “Latin America and the United States,” Foreign Policy 
Reports, January 15, 1948, p. 265. 
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with the United States.7 Production was especially hampered 
by the scarcity of industrial fuel. 

Uppermost, therefore, in the minds of Latin Americans, as 
the war drew to a close, was the hope that there would be 
some easing of the supply situation, particularly in capital 
equipment. If this hope could not be realized, they would find 
themselves in the dilemma of being forced to choose between 
two unpleasant alternatives. An obvious method of alleviat- 
ing the inflation would have been to permit and encourage an 
unlimited importation of consumers’ goods which would absorb 
the heavy purchasing power and eventually reduce prices. This, 
however, would have involved the danger of dissipating very 
rapidly all the accumulated reserves which might otherwise 
be used to finance imports of capital equipment, when available, 
in order to pursue developmental programs. To conserve re- 
sources toward the latter meant continuing the inflation. 


Mexico City Conference, March, 1945 


It was against the background of the above factors that the 
delegates assembled at Mexico City in March, 1945, for the Inter- 
American Conference on Problems of War and Peace. It is 
not surprising that while the delegation from the United States 
was primarily interested in promoting measures toward effec- 
tive termination of the war, in gaining the adherence of the 
other nations to the Dunbarton Oaks and Bretton Woods pro- 
posals, and in the reorganization of the Inter-American Sys- 
tem, a survey of the Latin-American diplomats revealed that 
their primary interest centered about economic issues. The 
keynote address by Ezequiel Padilla, the President of the Con- 
ference, included the following: 

What does America expect of this Conference? The 
first thing it expects is practical resolutions, resolutions 
that relieve the misery, the helplessness of a great section 
of our masses®.. 

The resolutions which finally emerged from the meetings of 
the two committees set up to deal with economic issues were 


8 The New York Times, February 19, 1945. 
8 Report of the Delegation of the United States to the Inter-American 
Conference on Problems of War and Peace, Washington, 1946, p. 7. 
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neither particularly practical nor up to the expectations of the 
Latin-Americans. Like all compromise resolutions, they were 
sufficiently general to reconcile various and opposed points of 
view and sufficiently loosely-worded to afford loopholes for almost 
any contingency. 


The problem of renewal of capital equipment was taken up 
by the Committee on Economic Problems of the War and Tran- 
sition Period. The draft resolutions on the subject introduced 
by the Latin-American delegates asked for a system of priori- 
ties and quotas during the transition period. Brazil asked for 
a priorities system to replace materials and equipment directly 
or indirectly worn out by intensive work connected with the war 
effort.1° An Ecuadoran resolution suggested that for “a more 
equitable distribution of quotas . . . steps be taken to determine 
them in proportion to the balance of foreign exchange accumu- 
lated by each country since 1939; and for the distribution of 
each quota among the various articles requested, taking as a 
basis the total number of articles of the same kind requested 
by all the countries and the maximum quantity available for 
supplying them.”!! Cuba introduced a resolution aimed at 


protecting the accumulated monetary reserves by regulating 
their outflow.?? 


The other major problem of the transitional period that 
confronted the Latin-American states involved the threat to 
their economies by the possibly abrupt curtailment of wartime 
procurement contracts. They therefore asked for gradual can- 
cellation of such contracts, and, in order to counteract a pos- 
sible surplus of commodities during the period between the end 
of the war and the restoration of prewar markets, they asked 
for the creation of an inter-American agency to purchase and 
“stockpile” any surplus, releasing it gradually into normal trade 
channels.1% 

On these issues, it appeared that the delegation from the 
United States wished to reassure the Latin Americans on future 
aid from the United States but did not wish to make any 


10 [bid., p. 328. 
11 Jbid., p. 342. 
12 [bid., p. 316. 
13 [bid., p. 210, 223, 335. 
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specific commitments. William Clayton stated that the United 
States proposed to meet its responsibility with respect to war 
contracts “consistent with its laws, public opinion and a due 
regard for its economy”. The United States, it was stated, was 
prepared to make capital equipment available “on a fair and 
equitable basis within the limitations of the control mechan- , 
isms existing at the end of the war” and that despite her oppo- 
sition to the use of exchange controls to enable Latin America 
to conserve its financial reserves for the importation of capital 
equipment, she “was prepared to consider . . . the extent and 
manner to which it might be necessary to make use of certain 
controls”.1* These phrases were embodied in the final resolu- 
tions on the subjects. 


The resolutions drafted by the Committee on Postwar Eco- 
nomic and Social Problems, apart from the necessarily general 
Economic Charter of the Americas, were no more specific than 
the above. Although there was general agreement concerning 
the desirability of facilitating the industrial development of 
the Latin-American states, it was difficult to obtain agreement 
on the most advisable methods of attaining this objective. 
Latin-American resolutions requested not only assistance in the 
form of investment capital, loans, machinery, and technical and 
research advisors, but also some control over the types, direction 
and duration of such aid, as exemplified by a strongly-worded 
resolution introduced by Cuba: 

The investment of capital and of economic resources 
should be made under the supervisions of the State, under 
terms and conditions most favorable to the development of 
the countries benefitted, efforts being made to have these 
investments become a means of increasing the economies, 
obtaining thereby the profits that justly belong to them, 
rather than becoming forms of exploiting the sources of 
national wealth . . . and in many cases evading the tax 
system of the nations where the investments are made. 

Detailed stipulations of this resolution included: long-term loans 
with reasonable interest, official agencies to serve as interme- 
diaries, the right of the state to limit investments in the inter- 
ests of its nationals and to determine the necessary participa- 


14 Ibid., p. 32. 
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tion of national capital in foreign investment. For the protec- 
tion of the investor the resolution stipulated the same guaran- 
tees as those conferred by national law on privileged rights, 
tax exemptions and reductions, protection against confiscation 
and indemnification if expropriation becomes necessary.’® 


The salient provisions of the resolution introduced by the 
United States on this subject stressed: 

1) that new enterprises should be suited to local conditions 

and not require permanent governmental assistance; 


2) the encouragement of private enterprise in economic 
development and the recognition as a basic principle that 
governments should not enter into competition with pri- 
vate enterprise unless such action is clearly necessary in 
the public interest; 


3) the repeal of “burdensome” regulations and discrimi- 
nation against foreign persons and capital.'® 
The final draft of the resolution on industrial development 
was a masterpiece of verbal fence-walking. It provided for 
the promotion of new industries if they are adapted to local 
conditions, if they raise the standard of living of the workers, 
and if they can survive without permanent protection. It like- 
wise provided for the stimulation of private enterprise “avoid- 
ing in so far as possible the competition of governments... 
except where it is essential in the public interest’. It included 
promises of long-term loans at low interest “taking into ac- 
count the rates prevailing in the creditor countries and the 
risks involved in such undertakings”. Equal treatment was 
stipulated for national and foreign capital “except when the 
investment of the latter would be contrary to the fundamental 
principles of public interest’’.17 


Exactly .who would decide whether new industries are 
adapted to local conditions or are capable of survival without 
permanent protection was not specified. Nor was it stated 
who should have the final decision on whether or not it would 
be essential for the government to compete with private invest- 


15 Jbid., pp. 321-23. 
16 Jbid., pp. 274-76. 
17 Jbid., pp. 118-20. 
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ment on industrialization projects. The concrete details of 
policy on credits and on treatment of foreign capital were left 
to be worked out by the forthcoming technical economic con- 
ference. 

It should be noted that the Latin-American nations strongly 
advocated the utilization of a central agency empowered to. 
coordinate investment and developmental plans, to direct capi- 
tal where most needed and to avoid the establishment of paral- 
lel and competitive industries. The delegation from Ecuador 
suggested the establishment of a new agency,'® while that of 
Chile proposed that either of the already existing agencies, 
the Inter-American Financial and Economic Advisory Commit- 
tee and the Inter-American Development Commission, be 
charged with these tasks.!® In the absence of support from the 
United States delegation, nothing came of these resolutions 
except a statement in the abovementioned general resolution on 
industrial development advocating “the technical improvement 
of existing international economic organizations to the end that 
such industrialization may be effected on sound principle and 
in the greatest possible harmony’’.?° 

It thus became clear to the Latin-American nations that 
the United States, preoccupied with its role in the postwar 
world, would not make specific commitments to one group of 
nations before its total international obligations became clear. 
The most they gained, therefore, was the promise that their 
problems would be discussed in detail at the subsequent tech- 
nical economic conference. 


Latin-American Economic Situation, 1947 

But the technical economic conference was postponed. And 
as time passed, many of the fears of the Latin-American dele- 
gates were realized. Price controls were quickly shed in the 
United States and machinery and other industrial equipment 
were still hardly available and still more expensive. Latin 
America, which had sold in a controlled market, was now forced 


18 [bid., p. 333. 
19 Tbid., p. 209. 
20 Ibid., p. 120. 
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to buy in a free market. All that accumulated foreign exchange 
did not seem very impressive as the dollar bought less and 
less. Accusations were heard from Latin-American importers 
that they were in many cases victims of price discrimination, 
being charged higher prices by United States manufacturers 
than other purchasers. 


Although on the whole the United States shipped far more 
industrial equipment to Latin America from 1945 to 1947 than 
she had during the war and more in 1947 than in the previous 
year, these shipments did not begin to meet the demand. And 
the worries of Latin America on this score increased as the 
United States began to curtail her shipments in 1947 in order 
to meet European needs. 


Meanwhile there ensued heavy purchases by Latin Americans 
of consumer goods, also at high prices and often of inferior 
quality. Therefore, in an effort to halt the rapid dissipation of 
dollars on these commodities in order to conserve these reserves 
= subsequent purchase of capital goods, many Latin-American 


bountries began to take measures to curtail consumer imports, 

articularly of luxury items. In the summer of 1947, Mexico 
placed an embargo on importation of luxury items ranging from 
cosmetics to automobiles, and an import control commission 
was established to protect dollar balances.*! In October of that 
year, Mexico virtually closed its border to all luxury items, 
and it was reported that the commission had cancelled $7,000,000 
worth of orders in automobiles and over $3,000,000 in radios.?2 
During the same period, tariff increases were announced in Co- 
lombia and Brazil and the latter extended her system of import 
licenses to cover more commodities.22 This type of action obvi- 
ously did nothing to alleviate the inflation which continued to 
increase, although not at so great a rate. 


By 1947, however, the surpluses feared by Latin-American 
delegates at Mexico City had not been realized. Nevertheless, 
many of the new wartime industries appeared to be in the 


21 New York Times, September 24, 1947. 
22 Ibid., October 19, 1947. 
23 Jbid., October 23, 1947. 
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danger zones, as those that had most increased production were 
such competitive industries as food processing, textiles, chemi- 
cals and pharmaceuticals. In Mexico, textiles at the end of the 
war constituted a sizable export industry. And whereas in 
1939, her exports of manufactured articles had constituted only 
1% of total exports, in 1945 they totalled 35%.4 


At Mexico City, William Clayton had warned Latin-Ameri- 
can delegates not to assume that their present volume of sales 
to the United States was “normal” and base expectations upon 
that.2> That this warning was justified became evident in 1947 
when United States imports from Latin America began to 
decline, particularly in the newer items. From 1946 to 1947 
United States imports of the following decreased: tin, 20%; 
textile fibres, 18% ; raw wool, 21%; crude rubber, 26% ; tobacco, 
46%; leather, 76%. At the same time the depressed economic 
position of the areas primarily affected by the war meant little 
revival of Latin America’s other prewar markets. 


Rio Conference, August 1947 


As the concern of the Latin-American states with their eco- 
nomic welfare increased, their representatives did not hesitate 
to press the issue wherever possible. At the Rio Conference, 
it was only with the greatest difficulty that the United States 
Delegation succeeded in directing the Conference towards prob- 
lems of security and in keeping economic issues from intruding. 
The desire of Latin Americans for a “Marshall Plan” for Latin 
America was openly voiced by the Ecuadoran Foreign Minis- 
ter.27 Delegates from Bolivia, Ecuador and Paraguay supported 
an Argentine request to have the Conference immediately call 
a special economic meeting. In an enthusiastically applauded 
keynote speech, Jaime Torres Bodet, Mexico’s Foreign Minis- 
ter, warned that economically weak nations are unable to act 
rapidly and decisively against aggressors and asked for the 


24“The National Economy of Mexico,” Commercial Pan America, XIV, 
pp. 27-29. 

25 New York Times, February 28, 1945. 

26 Roxon, op, cit., passim. 

27 New York Times, August 13, 1947. 
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same unity of action to be taken against poverty and hunger as 
was being projected against political foes.* 


Meanwhile, in Washington, President Truman rejected the 
notion of a “Marshall Plan” for Latin America, saying that 
there has been a “Marshall Plan” in the Western Hemisphere 
for over:a century, known as the Monroe Doctrine.*® Secretary 
Marshall, at Rio, after diligent negotiation, managed to persuade 
the Latin-American delegates to postpone consideration of eco- 
nomic issues until the Bogota Conference. 


Bogota Conference, April 1948 


The Bogota debacle, it is now generally conceded, was not 
so much a Moscow-instigated plot against the peace of the 
Western Hemisphere as it was an expression of popular dis- 
satisfaction with economic and political conditions generally 
and with the immediate Colombian situation specifically. But 
it provided the final justification for an almost exclusive empha- 
sis on security problems and buried amidst the debris the 
hopes of the Latin-American nations that the Ninth Interna- 
tional Conference of American States would finally attempt to 
deal specifically and definitively with economic problems. 


That the United States had really intended to place some 
stress on economic issues, perhaps in order to gain acquiescence 
for Secretary Marshall’s main objective—an anti-Communist 
declaration—can be inferred from the fact that she was repre- 
sented by three cabinet members. But when deliberations re- 
sumed after the disturbance, it was to conclude the Conference 
rapidly, and the main concern of the Economic Commission 
was to reach some agreement on issues to be brought up at the 
technical economic conference, which at that time was sched- 
uled to be held in September, 1948. 

The issues causing the greatest dissension during the limited 
discussions at Bogota were: safeguards for private capital in- 
vestment, commercial policy and the formation of an Inter- 
American Bank. The issue of direct aid Marshall handled in 


28 Ibid., August 16, 1947. 
29 Tbid., August 15, 1947. 
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his opening address by urging Latin America to put its need 
for help after ERP. He emphasized the heavy burdens of the 
United States, the billions it would have to expend to effect 
the projected increases in its armed forces and the “burdensome” 
taxes borne by its population. Although he promised that 
the United States would help to finance a small part of Latin- . 
American economic development through the Export-Import 
Bank, he stressed that the major portion of aid should come 
from private sources.®® 

John T. McCloy, the President of the International Bank for 
Reconstruction and Development, told the Economic Commis- 
sion that the Bank was ready to consider loans to Latin America, 
but emphasized that the Bank’s “ultimate mission” was “to 
blaze the trail for private international investment”. Despite 
suggestions by Latin-American delegates that investments in 
this area might be more beneficial through government chan- 
nels, he reiterated his position.** 


On th subject of foreign investment, it might be worth noting 
that when the proposed draft of the basic agreement for eco- 
nomic cooperation, prepared by the Inter-American Economic 
and Social Council of the Pan-American Union, had been made 
public, prior to the Conference, there were immediate reper- 
cussions in United States trading circles. A joint commission 
of the National Foreign Trade Council and the Council for Inter- 
American Cooperation declared that its adoption in the pro- 
posed form “would weaken the business structure of the West- 
ern Hemisphere” and advised that the United States not become 
a party to it “unless it is appropriately revised”. The United 
States Delegation was urged to “take a firm stand in the de- 
fense of private investments and enterprises .. . and to assume 
the leadership in preserving the private enterprise system in 
the hemisphere.*? 

The day after this statement had been issued, the New York 
Times reported that the United States Department of State 
intended to seek modifications in the proposed basic agreement.*? 


30 New York Times, April 2, 1948. 
31 [bid, April 6, 1948. 
32 Ibid, March 22, 1948. 
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The National Association of Manufacturers also found it 
necessary to remind the United States Delegation of its interest 
in the question and urged changes in the agreement. 

It was the problem of safeguards, including rules as to expro- 
priation, that caused the most dissension at the Conference and 
nearly blocked the signing of the economic treaty. Although 
the Latin-American delegates finally agreed to the phrase 
“prompt, adequate and effective compensation”, they differed 
over the application of the formula. Mexico, Venezuela and 
others did not wish it to be applied beyond the scope of their 
own constitutions and courts.* The final phraseology was 
that advocated by the United States, although it was feared up 
to the signing of the treaty that Mexico would reopen the 
question. It was later reported in Washington that William 
Pauley had been “forced to warn the Latins” that elimination 
of the guarantee of “prompt, adequate and effective compensa- 
tion” would in effect kill the proposed economic treaty for the 
United States.*5 

Another crucial issue was that of an Inter-American Bank, 
much supported by the Latin Americans, who seemed to feel 
that the World Bank, dominated primarily by non-American 
nations, would not sufficiently understand their problems. The 
United States contended that an Inter-American Bank would 
be superfluous, insofar as she considered the World Bank and 
the International Monetary Fund sufficient. This project was 
postponed for further discussion at Buenos Aires. 

Also postponed for further discussion at Buenos Aires was 
a Bolivian resolution, supported by the majority of the nations, 
that a statement be made upholding the right of neighboring 
states or those of the same economic region to draw up prefer- 
ential tariff agreements. The United States opposed this as 
contravening the Havana Charter of the ITO where such agree- 
ments are opposed in principle and the exceptions permitted are 
rigorously defined. Although there was debate on this issue, 
it was deemed inadvisable at this time to fight over again the 


33 New York Times, March 23, 1948. 
34 Tbid., April 25, 1948. 
35 Ibid., May 3, 1948. 
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battle of the Havana World Trade Conference. Also postponed 
for action at Buenos Aires were proposals for an Inter-Ameri- 
can Development Corporation. 


Conclusions 

It is obvious that an attempt to fix responsibility for Latin- | 
American economic difficulties would be almost impossible and 
relatively useless. While there is no doubt that the major 
inherent problem is the economic and social structure of the 
majority of the states which militates against widespread dis- 
tribution of whatever economic benefits accrue to this area, the 
United States should recognize that she has been guilty of 
neglect of Latin America in her preoccupation with European 
reconstruction. In 1945, as has been noted, many of the diffi- 
culties existing today were foreseen. Although undoubtedly 
Latin-American demands upon the United States were often 
excessive and beyond her power to satisfy, even had the will 
been there, a more intelligent course of action could have been 
pursued to mitigate somewhat the extent of the difficulties. 
Such a course of action would have involved, for example, the 
utilization of a central coordinating agency as asked by Latin 
America in 1945. It would have involved a willing, not a 
grudging, admission of the importance of economic factors 
and would have made clear to the Latin-American nations that 
interest in them by the United States represents more than 
narrow concern with hemisphere defense. 


If the Buenos Aires Conference is to provide any realistic 
solution, not only must the factors stressed by Mr. Hanson be 
objectively considered by Latin-American delegations and their 
governments, i. e., a healthy economy depends upon efficient 
production and upon raising the standard of living and maxi- 
mizing economic benefits on all levels. But also there must be 
a recognition by policy-makers of the United States that one 
cannot draw an analogy between the United States and Latin 
America and consequently insist upon an absolute minimum of 
government intervention and planning. If there is to be any 
evaluation of the extent to which protection of new industries 
might be justifiable and if there is to be consequent encourage- 
ment of efficient industrialization and discouragement of other 








44 INTER-AMERICAN ECONOMIC AFFAIRS 
types, governmental participation and planning are unavoidable. 
If duplication of industrial expansion is to be avoided, some 
coordination, planning and attention to factors of production 
are necessary in order to ascertain which countries are in the 
most favorable position for what types of production. And as 
long as there remains a shortage of capital goods, some plan- 
ning is essential in order to allocate more equitably the avail- 
able productive commodities. 

Finally, there must be some coordination by the United 
States of its political and economic policies. If the United States 
is seriously interested in aiding the economic betterment of 
Latin America, she cannot support politically militaristic and 
reactionary regimes because such support might seem currently 
expedient in the strengthening of hemisphere defense. The 
fallacy of economic and military aid to such regimes is now 
being amply demonstrated in China. It must be recognized 
that in the Western Hemisphere, as elsewhere, Communism can 
best be fought with butter and not with guns. With Latin 
America more than ever demanding economic aid, the United 
States is in a strong position to insure that such support will, 
in the words of Ezequiel Padilla, “relieve the misery, the help- 
lessness of a great section of our masses and satisfy the desire 
for permanent security .. . based on justice for all our peoples.” 
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An Appraisal of the tiie Minin System 
wt Symposium 


The following papers were presented at a round table meeting 
of the American Political Science Association in Chicago on 
December 29, 1948. The formal remarks prepared by each par- 
ticipant were intended to establish bases for discussion by the 
panel. The subjects are therefore briefly and generally pre- 
sented and lay no claim to research contribution, although ob- 
viously, many of the observations and conclusions are the result 
of years of study, observation, or experience. The round table 
participants were: Dr. Federico G. Gil, Department of Political 
Science, University of North Carolina; Dr. William Manger, 
Assistant Secretary General, the Organization of American 
States; Mr. Willard Barber, Chief, Division of Central America 
and Panama Affairs, Department of State; Dr. J. Fred Rippy, 
Department of History, University of Chicago; Dr. Simon G. 
Hanson, Editor, Inter-American Economic Affairs; and Dr. A. 
N. Christensen, Department of Political Science, University 
of Minnesota. Dr. J. Lloyd Mecham, Department of Govern- 
ment, the University of Texas, presided. 











“ae Background: 
Evolving P an alll iillinetens 


By 3. Lloyd Titles 


The cooperative association of American republics, now offi- 
cially known as the Organization of American States, today 
commands attention as the world’s most effective and influential 
regional arrangement. Indeed, we witness its key security 
pact, the Inter-American Treaty of Reciprocal Assistance, signed 
at Rio de Janeiro on September 2, 1947, being studied as a model 
for the projected Atlantic pact; its merits being pointed up most 
opportunely by its effective implementation in the recent contro- 
versy between Costa Rica and Nicaragua. 

The achievement of a system of inter-American collective 
security is the culmination of an evolutionary process extending 
well over a century. It has been a slow development, and, for 
the most part, devoid of spectacular achievement. This is be- 
cause, dedicated to the principle of unanimity in its decisions, 
the cooperative movement of American states has been able to 
move forward only at the pace of its least willing member. 
There has been compensation, however, in the fact that each 
step forward was firmly established, and there was no back- 
sliding. The valuable examples of inter-American cooperation 
in small matters served their purpose as models and stimula for 
eventual cooperation in larger matters. Specifically, Pan Amer- 
icanism has been marked by a steady progress forward to 
greater and greater cooperation in the vitally important, but 
excessively difficult, security realm. 
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To serve as a background for the panel discussions of various 
aspects of our contemporary inter-American system, a brief 
sketch of evolving Pan Americanism follows. There are three 
phases of the historical development of inter-American cooper- 
ation. The first extends from the winning of Spanish-American 
independence to about 1888, and has been called the ‘Old’ Pan 
Americanism. The second embraces the years 1889 to 1928, and > 
is called the “New” Pan Americanism. The third period began 
about 1929, and may be called the “Newest” Pan Americanism. 


Simon Bolivar, the great Liberator, is properly regarded as 
the father of the “Old” Pan Americanism. Because of his in- 
spiration and the continuing influence of his ideal of Spanish- 
American cooperation, there assembled between 1826 and 1888 
a number of conferences attended almost solely by representa- 
tives of the west coast South American countries. Their objec- 
tive was closer political relations, with a view to making secure 
their independent status. It is significant that the immediate 
occasion for the meeting of every conference of the “Old” Pan 
American movement was the fear, real or imagined, of foreign 
aggression. 


The ‘Old” Pan Americanism was a dismal failure for several 
reasons. First, and foremost, there was less and less disposi- 
tion to cooperate when the foreign menace to their independence 
became less and less real. Second, the development of a spirit 
of nationalism made increasingly repugnant the rigid unity en- 
visaged by Bolivar. Jealousy of their sovereignity made the 
new states suspicious of entangling alliances. Third, an in- 
ability to cooperate or to compromise is a Latin-American trait 
which has been inherited from the individualistic Spaniards, but 
of course in not such an accentuated degree. Finally, the move- 
ment was a failure because of inertia and lack of leadership. 
Even Bolivar lost interest in the movement which he initiated. 
There was need of new leadership working toward less rigid 
unity and a freer course for each separate country. This need 
was supplied by the United States in 1889, and thus was inau- 
gurated the second phase of the Pan American movement. 
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The “New” Pan Americanism was called into being by James 
G. Blaine who frankly confessed that he had two objects in 
view: (1) to promote peace in the Americas, and (2) to culti- 
vate friendly commercial relations. The “New” Pan American- 
ism, in contrast to the “Old,” was an all-American cooperative 
affair, for now, for the first time, all of the American republics 
participated. Also, in contrast to the “Old” Pan Americanism, 
the object of cooperation was not to provide security against a 
non-existent foreign danger, but to cooperate in all matters, 
principally non-political, which lent themselves to common agree- 
ment and common action. This was the United States’ ideal of 
inter-American cooperation, and, until the Buenos Aires Con- 
ference of 1910, this country imposed a rather rigid veto on the 
consideration of controversial political questions, particularly 
those relating to the rights and duties of states. The Latin 
Americans, on the other hand, were more interested in pro- 
moting respect for their national sovereignties than trade with 
the United States. In their view there could be no true Pan 
Americanism until the principle of perfect equality of the mem- 
ber states had been accepted. The greatest single obstacle to 
the achievement of this principle was the insistence by the 
United States on its right to practice interventionism in the in- 
ternal affairs of states. 


Throughout the period of the “New” Pan Americanism, but 
particularly after the First World War, unremitting pressure 
was put on the United States to agree to the outlawry of inter- 
vention. This pressure was withstood until after the Havana 
Conference of 1928 where, under the able leadership of Mr. 
Charles E. Hughes, the United States took its final stand for the 
right of intervention. It is significant that the inter-American 
security system, which during the period of the “New” Pan 
Americanism, attained rather pretentious proportions, was con- 
cerned solely with the peaceful settlement of inter-American 
disputes. Since overseas threats were regarded as non-existent, 
the American republics were not interested in grafting collec- 
tive security to their regional arrangement. 
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The “Newest” Pan Americanism, or the Good Neighbor phase 
of inter-American cooperation, was inaugurated immediately 
after the Havana Conference of 1928, and thus dates from the 
Hoover-Stimson administration, although it was carried to its 
much publicized heights by the New Deal. It was featured par- 
ticularly by an inclination on the part of the United States to. 
abandon imperialistic policies and make concessions to Latin 
America in the interest of good-will. Latin-American demands 
concerning the rights and duties of states were conceded, includ- 
ing the renunciation of intervention. By practical implementa- 
tion the Roosevelt administration left no doubts concerning the 
sincerity of the United States in observing the new principles 
of American international law. 


In the view of the Latin Americans, at long last, a true basis 
of Pan American cooperation had been established, and the 
claims of American solidarity carried greater validity than ever 
before. It was a fortunate circumstance that the achievement 
of solidarity occurred before World War II, for, ere the outbreak 
of the conflict in 1939, and particularly prior to December 7, 
1941, it facilitated an opportune extension of inter-American 
security procedures to comprehend the developing threats of 
overseas aggressions. 


The gratifying extent of inter-American cooperation during 
World War II was not only a vindication of the Good Neighbor 
principle, but also of the procedures adopted to coordinate the 
collective wills of the American republics. But however gratify- 
ing the manner in which the inter-American system met the 
test of war, there remained much to be desired by way of a more 
formalized collective security arrangement. This was possible 
of accomplishment at the conferences meeting at Rio de Janeiro 
in 1947, and Bogota in 1948, not solely because of the greatly 
altered conditions of the contemporary world, but primarily be- 
cause the ground had been prepared over the long years by an 
evolving Pan Americanism. 


7. Elin merican 


UVsewpoint 


By, i G. Gil 


It would seem that in an appraisal of the inter-American 
system from the Latin-American point of view, the important 
thing would be to analyze and evaluate, in the light of the 
Bogota Conference, the reactions of the Latin Americans to that 
meeting, which attempted to bring together, condense, and con- 
centrate the work of more than half a century of cooperative 
association of the American states. The task of evaluating this 
conference is indeed a difficult one, but the choice of method for 
such an investigation is simple: to read and interpret the litera- 
ture on the subject—all of this literature having been written 
by Latin Americans themselves since last spring. Therefore, I 
first proceeded to make a selection of what might be considered 
the leading newspapers and magazines of Hispanic America, 
adding the official material emanating from the respective gov- 
ernments, and finally completing the task by an attempt to inter- 
pret the reaction of the Latin American “common man.” 


Let us start by appraising the official sources. In this field 
we have to contend with the ideological intellectualism of Latin 
Americans and the ever-present meaningless jargon employed 
by diplomats. In any Pan American conference, the disposition 
of the delegations to speak with an excess of intellectualism is 
more pronounced than in any other type of international gath- 
ering. Hence it is often impossible to extract from the debates 
more than a “treasure of words and good intentions,’ with 
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neither having necessarily any reference to the essential prob- 
lems. 


In Bogota, however, there was more restraint and realism of 
speech than at any previous like meeting, this being due perhaps, 
to the example set by Secretary of State Marshall in his terse 
analysis and description of the economic situation and outlook. 


All the leading delegates at Bogota seemed to concur in the 
opinion that the meeting had been a success. Typical of the 
statements made by most heads of delegations is that of Torres 
Bodet, the Mexican foreign minister, in an interview with Jean 
LaGrange, correspondent of France-Presse. In Torres’ opinion, 
Bogota was the most important conference in the history of Pan 
Americanism and the Charter a work of historical transcend- 
ency. In his own words: “The Conference incorporating the 
best of the democratic traditions of all the countries of this 
hemisphere has come to triumph over a long period of indeci- 
sion and of irreconcilable political uncertainties with a spirit of 
friendship, of which it has given ample proof to the American 
nations. For the elegance of the speeches which abounded in 
the early period of development of Pan Americanism, the war 
substituted the strength of facts. And now, back of the speeches 
and the facts, we have placed the majesty of International 
Law.” 2 And in his official report to his president, Torres Bodet 
added: “The elasticity that had been weakening continental 
solidarity might have carried us to extremes incompatible with 
our will for sovereignty. Governed more by deeds than by laws, 
the aforesaid concept found itself at the mercy of circumstances, 
and in many cases, circumstances create an unfavorable situa- 
tion for the weak . . . that was the reason for the determination 
with which Mexico fought to obtain what we secured at Bogota 
—a definite pact—one which triumphed over the vagueness of 
the promises that played a large part in conventions not ratified 
by many governments and in declarations and resolutions lack- 
ing any practical value whatsoever. To define our solidarity is 


1“Actualidad Internacional,” El Mundo, Havana, Cuba, April 2, 1948. 
2 El Universal, Mexico, May 2, 1948. 
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not to lessen it; on the contrary, it is to strengthen it with the 
noblest of all the powers—that of the law.” ? 


Eduardo Zuleta Angel, of Colombia, labels the Charter a ‘‘code 
of good faith and good will,” and Romulo Betancourt, of Vene- 
zuela, stated that “it is not a military union, but rather an alli- 
ance towards peace and justice. It is the first effective step 
taken to achieve these purposes.” * A more cautious note is 
evident, however, in the statement made by the head of the 
Uruguyan delegation, Dr. Dardo Regules, when he said: “Suc- 
cess was obtained with regard to organization of the political 
system, but with regard to the operation and the conquest of 
democracy the contribution of the conference was slight. In- 
deed with respect to the rights of men, the consideration of 
de facto governments, and similar themes, it could be considered 
a failure.” 


When the economic question was touched upon, the represent- 
atives spoke in simpler and more realistic terms. Jodo Neves da 
Fontaura of Brazil told the other members in an enthusiastically 
received speech: “What we cannot and do not want to do is to 
retain the practice of the so-called semi-colonial economy, with 
the sole privilege of exporting raw materials and of importing 
manufactured goods, in view of the fact that such an economy, 
predominantly based on exportation, demands the sacrifice of 
the internal market and the fall of the standard of living for the 
individual nations. Only a small group of the privileged classes 
can stand this difference of value between the raw materials 


x 


and the industrial products that are imported.” ° 


Mr. Torres Bodet, to whom we have referred before, said in 
Petropolis: “In order that the cooperation which is expected of 
our nations in the military defense of the continent be worth- 
while, it is indispensable that we have peacetime cooperation, 
destined to make us capable of bettering and strengthening our- 
selves. Otherwise, our countries will be ‘skeletons within an 


8 Jbid., May 8, 1948. 
4 Ibid., May 2, 1948. 
5“Una Voz americana,” editorial, El Tiempo, Bogota, March 31, 1948. 
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, 


And in Bogota, referring to foreign capital, 

he added: “Mexico honestly desires the wealth of foreign capital 

but she insists that it conform to her laws and she desires that it 

fall under the guarantees granted by her constitution—other- 

wise, she will leave her constitution as it is and have no foreign 

investors at all.”® Later on, making the final appraisal of the. 
conference, Torres confessed that he agreed with Betancourt in 

considering the result of the “discussions on economic problems 

not totally satisfactory.” 


armor of iron.’’ 


Of all the Latin-American countries, Chile was the only one 
to declare that she subordinated economic problems to the poli- 
tical principles of defense of the continent. All the countries 
agreed on the necessity of economic cooperation although with 
different interpretations. Venezuela foresaw the creation of 
two different economic blocks, the United States and Latin 
America, not denying the possibility of harmonizing them. Ar- 
gentina and Mexico adopted realistic positions in that they ad- 
vocated concrete objectives and positive realizations. To many 
of the delegation, the conference was ended the moment Mr. 
Marshall finished his speech defining the stand of the United 
States on economic help to Latin America; and, if they still 
clung to any hopes at all, these were dashed after Mr. McCloy’s 
confession that he had been advised to “leave his checkbook at 
home before departing for Bogota.” 


In open disappointment over the economic position of the 
United States, the commentators and the press agreed almost 
unanimously. Typical of their reaction is an editorial in El 
Tiempo of Bogota, entitled “Cards on the Tables,” in which the 
writer expresses the opinion that although the United States 
insists that in the Marshall Plan she has given, and will con- 
tinue to give, careful attention to the interests of Latin America, 
he cannot see how the expenditures of money in Europe under 
existing circumstances would in any way help to balance the in- 
compatibilities between exports and imports in the rest of the 
American nations. He completes his editorial with the follow- 


6 La Nacion, Buenos Aires, April 28, 1948. 
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ing statement: “ ... we must do away with that semi-colonial 
type of economy to which Neves da Fontaura has referred. To 
the understandable and honest frankness of Secretary Marshall 
there must correspond an equally frank statement of the kind 
and method of cooperation that is demanded.” ? 

El Mercurio of Chile is one of the exceptions to this criticism 
of the lack of concern for Latin-American economy by the United 
States. An editorial on April 14, 1948 in this paper, after com- 
menting on Marshall’s speech, ends by saying: “The true soli- 
darity of the Americas in these times does not consist of posing 
obstacles to the noble task that the government and the people 
of the United States are effecting all over the world, but in mak- 
ing it easier, as far as it is possible, within the powers of each 
country to cooperate with the knowledge that in so doing we 
contribute to a plan which could be the salvation of civilization.” ® 

A careful digest of the opinions expressed by the Latin-Amer- 
ican press leads to the conclusion that after reviewing the Pan 
American conferences the writers are of the opinion that the 
United States has supported and participated in the inter-Amer- 
ican system in order to protect itself in case of war, and that the 
United States has “used” Latin America for her commercial ex- 
pansion. The Latin Americans are convinced that at Bogota, 
the most important thing, according to the United States, was 
to strengthen the military organization as contemplated in the 
Act of Chapultepec; and the policy of the United States, 
whether enlightened or not, has always led to that end. They 
agree that in times of dire necessity the Latin-American nations 
are disposed to become pensioners of the United States in hopes 
of receiving a few dollars of the bounty of the wealthy neighbor. 
But they point out that Latin America is witnessing the appli- 
cation of unprecedented relief measures designed for the bene- 
fit of Europe. Many of the receiving nations have never been 
particularly friendly to the United States, and in fact some were 
aligned with her enemies in the last war, and yet they are bene- 
fitting in generous measure from the Marshall Plan. On the 


7 “Las Cartas sobre la mesa,” editorial, El Tiempo, Bogota, April 2, 1948. 
8 Editorial, El Mercurio, Santiago, Chile, April 14, 1948. 
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other hand, a group of neighbor nations, loyal allies and con- 
tributors to victory are being left to their own devices. The 
material devastation suffered by Europe is not much greater, 
in their opinion, than the economic distress with which Latin 
America was inflicted as a result of the war, and which is re- 
flected in the evils of inflation and currency instability. But . 
Latin America is left to a “straight-across-the-table” bargaining. 
They have come to admit that Latin-American industrialization 
is in many respects a beautiful dream since they do not have the 
necessary basic materials for greater manufacturing exploits, 
and they reiterate that the United States seems unwilling, or at 
best reluctant, to lend the needed help. They lament the fact 
that the International Bank had never given, up to very recently, 
even small credit to the countries of Latin America. The ma- 
jority of their press then agrees that under these circumstances, 
Latin America should work above all for world union, and as a 
single phase of this, link herself to the other nations of the con- 
tinent in an economic, political, and social plan, without serving 
the designs of any particular power—and, in addition, they seem 
fully agreed that Latin America should not align herself with 
any of the present contending world factions, for by this method 
only are quarrels prevented from becoming open brawls.® 

In the opinion of the Latin Americans it is not a question of 
seeking or expecting that someone will do the work for them in 
their development and betterment, but what is expected is co- 
operation in common efforts instead of abandonment to mis- 
fortune and isolation. To share the risks in the cases in which 
the safety of the continent justifies it, is a highly desirable com- 
mitment, but it is not any less solemn a commitment that we 
must help one another to live.!° The Latin Americans want 
specifically: technical assistance, monetary stability, and long- 
term credits. 

In El Universal of Mexico, I found an article presenting an 
original approach to the problem, the writer speaking of a dual 


® “Nuestra posicion internacional,” by Luis Garrido, El Universal, Mex- 
ico, April 1, 1948. 
10 Editorial, El Universal, Mexico, April 2, 1948. 
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economy in these terms: Mr. Marshall advocates for America 
private initiative and free enterprise; nevertheless his plan for 
Europe is based precisely on an economy directed by the state. 
In one case Marshall seems to favor an attenuated economic lib- 
eralism, and in the case of Europe, he shows the greatest con- 
fidence in government planning of economy. If Latin America 
were to play the réle which Marshall would assign them, what 
would happen? The United States as supreme director of Euro- 
pean economy would constitute a block of buyers of the only 
thing that Latin America can sell—raw materials; and on the 
other side, Latin America would be a group of economically 
weak countries in avid competition, trying to sell their products 
to the United States, and to a Europe controlled by the United 
States. Why did Marshall not refer to the low prices which a 
single market would place on our raw materials; to the many 
obstacles that hinder our free and easy access to industrial ma- 
chinery; to the monopoly in the use of better machinery; and to 
the control that the great trusts would have in the world mar- 
ket? 14 


As regards the question of communism, there was an extraor- 
dinary variety and number of commentaries, so much so that 
their presence made difficult the search for opinions on other 
aspects of the meeting. The tragic events of Bogota were the 
occasion of a flood of articles and editorials dealing with the com- 
munist menace. Perhaps the most significant in this respect 
were the arch-conservatives “Diario de la Marina,” of Havana, 
“El Comercio,” of Lima, and “El Mercurio,” of Santiago, Chile, 
which insisted on placing the blame for the riots on international 
communism, disregarding completely the factor of Colombian 
internal party politics. There was only one warning note by a 
Mexican commentator who said: “The communists are playing 
the réle nowadays of the devil in our politics. There is no act 
against private or public tranquility that is not attributed to 
them, and no one takes the time or trouble to analyze the situa- 
tion carefully before accepting such accusations as true. Thus 


11 “Por el ojo de la Ilave,” El Universal, Mexico, April 3, 1948. 
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the interpretation of all kinds of political-social phenomena is 
vastly simplified.” 1° 


At the end of the meeting, in their appraisal of the results of 
the conference, Latin-American opinion did not form a common 
front. Some writers were accommodating enough to accept 
without reservation the optimistic views expressed by their re- — 
spective delegations, but others were adversely critical. An 
example of the former was Y. M. Yepes writing for the Revista 
de las Indias of Bogota. Mr. Yepes stated, in effect, that thanks 
to this conference, Pan Americanism has reached a stage of 
great perfection which has made the American nations a true 
society. The Charter is a code of international life in the New 
World . . . an authentic corpus juris of the American states. 
For the first time in history a Constitution for a whole continent 
has been adopted.'* 


Also José Vasconcelos, the Mexican philosopher, writing for 
the magazine Todo was generous in his praise of the Bogota 
Conference for having devoted its primary attention to the anti- 


communistic campaign, and furthermore he defended the United 
States’ policy of economic development through private capital 
as better for each nation’s political interests. The opposite 
view was best expressed by the Uruguayan papers. The Herre- 
rista press in Montevideo made the most caustic remark I en- 
countered when it commented on the Bogota riots thus: “This 
final episode culminates twenty-some years of hypocrisy and 
utterly detestable imperialism. . .. Bogota was the most extraor- 
dinary branding of cattle that was ever witnessed; there were 
gathered all the stewards of the ‘great patron’ of a super world- 
state.” 15 Fortunately there is no evidence whatsoever that this 
view represents public opinion in Uruguay. A more temperate 
commentary was this: “It is quite evident that no fundamental 


12 Jbid., April 13, 1948. 

13 “Tia Conferencia de Bogota y los progresos del panamericanismo,” 
Y. M. Yepes, Revista de las Indias, No. 102, March-April-May, 1948, 
Bogota. 

14 “Tendencias de Bogota,” Jose Vasconcelos, Todo, Mexico, April 15, 1948. 

15 Quoted in El Pais, Montevideo, April 13, 1948. 
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problem has been solved in an efficient manner. Rather the dele- 
gates have come together to construct a complete rule of pro- 
cedure within the inter-American system, regulating the internal 
mechanism but evading completely those points that would have 
started an authentic advance in the direction of perfecting the 
system. In all of its aspects, the Conference lacks serious ac- 
complishments that would have made it stand out in history.” 1¢ 
In the opinion of many, while in Europe an evolution of soli- 
darity and collective action is observed, in America the regional 
system is definitely taking backward steps. An editorial “After 
the Conference” appearing in El Pais of Montevideo, May 3, 
1948 states in its summary of the Conference: “The Conference 
of Bogota ended. We must confess that we who wished for the 
formation and putting into practice of an authentic fight in de- 
fense of democracy are disappointed. It is true that the con- 
stituent pact of the inter-American system and the economic 
agreement were praiseworthy efforts, but this is not enough, 
and we are forced to the conclusion that essentially nothing 
concrete or energetic was incorporated into inter-American leg- 
islation that would impede unconstitutional impulses and would 
pose an obstacle to arbitrary government. After Bogota, these 
regimes will have in America a still greater free reign than they 
had before the 9th conference since not even the requirement of 
diplomatic recognition was maintained, having come to the point 
of speaking officially of ‘desirable’ de facto governments. We 
cannot then consider fitting the direction which was taken at 
Bogota by inter-American internal law.” 

With respect to popular opinion I must confess that my inter- 
pretation cannot claim any scientific basis that would support it. 
It is based on fragmentary impressions gathered here and there 
in conversations with Latin Americans, and some collected in a 
brief and recent journey to Cuba. The attitude of the “common 
man” however, seems to follow a consistent pattern, and this can 
be summarized in a more or less “I told you so” attitude. During 
the war when I travelled in Latin America the usual question 
asked me was “What will happen to the Good Neighbor Policy 


16 Editorial, El Pais, Montevideo, May 4, 1948. 
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after this is all over?” ‘Will the Americans still be our good 
friends when they don’t need us?” And there was always skep- 
ticism when I expressed my hope that the policy was here to 
stay. The common man does not take time to analyze resolu- 
tions and conventions; to him the inter-American system has 
been put in the freezer, or in moth-balls like any tank or battle- . 
ship, to be preserved until it is time to use it again. When that 
day comes, it will be oiled and polished to play the wartime rdle 
it is assigned. 

The student of inter-American relations is led to the conclu- 
sion that the regional system at Bogota had not been strength- 
ened, but that its present plight is not necessarily desperate. 
American International Law has taken a few long steps forward, 
but unfortunately it is all too obvious that there exists no strong 
resolve to confront and solve problems that apply to the direct 
interests of the members of the American system. 
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and the Council of the 
Organization of American 
States 


By Wiliam Manger 


On April 30, 1948, representatives of the 21 American Repub- 
lics meeting in Bogota, Colombia, signed the Charter of the Or- 


ganization of American States. 

The Charter is not a revolutionary document. It does, how- 
ever, mark an important step forward in the evolution of the 
inter-American system, which had its inception at the First In- 
ternational Conference of American States held at Washington 
in 1889. It is, in a sense, a codification of the rules that govern 
conduct between nations in the Western Hemisphere as well as 
that of the operating organs of the inter-American system. 

The Charter reaffirms the basic principles of inter-American 
relations which have been expressed in many instruments signed 
during the past 58 years. It likewise preserves the several agen- 
cies that have been devised for the effective functioning of the 
system. The International Conferences of American States, 
which hereafter will be known as the Inter-American Confer- 
ences, the Meetings of Consultation of the Ministers of Foreign 
Affairs, the Specialized Conferences, and the Specialized Organ- 
izations, continue to function within the Charter more or less as 
they did prior to Bogota. 
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The two agencies with respect to which the Charter makes 
important changes are the Council of the Organization and the 
Pan American Union. It is to these two entities that I should 
like to direct my remarks. 


The Council of the Organization of American States is the 
continuation of what prior to Bogota was the Governing Board © 
of the Pan American Union. Like the Governing Board, it is 
composed of one representative from each country. At the Mex- 
ico City Conference of 1945 it was proposed that the Council 
should be composed exclusively of representatives especially ap- 
pointed for the purpose, but because of opposition from a num- 
ber of countries it was decided at Bogota to leave it optional for 
each country either to appoint a special delegate or to entrust 
its representation to its Chief of Mission in Washington. As the 
matter now stands, a majority of the governments have special 
representatives on the Council. 

More important than the character of the membership is the 
scope of authority entrusted to the Council. Even before Bogota, 
the powers of the Governing Board extended considerably be- 
yond those of merely “managing” or “administering” the Pan 
American Union. It was logical, therefore, that at Bogota the 
Council should be given a status and a definition more in keeping 
with its enlarged responsibility as the permanent, executive body 
of the Organization. 

Today the authority of the Council extends to and affects every 
other Organ of the Organization. By the terms of the Charter, 
the Council takes cognizance of any matter referred to it by the 
Inter-American Conference or the Meeting of Consultation of 
Ministers of Foreign Affairs. It prepares the programs and 
regulations of the Inter-American Conferences and the Meetings 
of Foreign Ministers, and is responsible for the execution of 
their conclusions; it coordinates the activities and programs of 
the Specialized Organizations, and through the medium of agree- 
ments with each of them determines their position within the 
Organization. 


Under the Inter-American Treaty of Reciprocal Assistance, 
signed at Rio de Janeiro in September, 1947, the Council also 
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sezves as the Provisional Organ of Consultation. In fact, the 
duties which it is called upon to render in that capacity may 
eventually overshadow in importance any that were delegated 
to it by the Charter of Bogota. 


It frequently happens that the real significance of treaty pro- 
visions become apparent only through the interpretation and 
concrete application of such provisions. During the past two 
weeks the position of the Council in relation to the Treaty of 
Rio de Janeiro has been greatly clarified as a result of the spe- 
cific application of the treaty in the controversy between Costa 
Rica and Nicaragua. I do not wish to develop this subject in 
detail. The role of the Council as the Provisional Organ of Con- 
sultation in the Inter-American Security System will be dis- 
cussed in another paper, and I shall restrict myself to mention- 
ing it as one of the duties of the Council. 

Suffice it to say that as a result of the Bogota Charter of 1948 
and the Rio de Janeiro Treaty of 1947, the Council of the 
Organization of American States has emerged as one of the 
strongest elements in the whole system of inter-American rela- 
tions. In the intervals between the Inter-American Conferences 
and the Meetings of Foreign Ministers, it is the hub around 
which the Organization of American States to a great extent 
revolves. 

By the terms of the Charter signed at Bogota, the Council 
and the Pan American Union are two distinct agencies of the 
Organization. This, however, is a change, a separation, more 
of form than of substance; in actual practice the traditional re- 
lationship between the two agencies is preserved. 


Thus, the Council of the Organization is still the ultimate 
authority in all matters that affect the operation of the Pan 
American Union. It is responsible for the proper performance 
by the Union of the duties assigned to it; it elects the principal 
administrative officers of the Organization; it sets the stand- 
ards for the appointment of the personnel and approves the es- 
tablishment of the technical and administrative offices of the 
institution; and finally, the Council will continue to function at 
the seat of the Union. 
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In the same way that the former Governing Board has become 
the Council of the Organization, so has the Pan American Union 
become the General Secretariat of the Organization of Amer- 
ican States. Hereafter the Pan American Union will service not 
only the Council, but the other Organs of the Organization as 


well. It will transmit to the Member States the convocation to - 


all inter-American conferences; it will advise the Council and 
its organs in the preparation of the programs and regulations 
of inter-American assemblies; it will receive reports from Spe- 
cialized Organizations; and it will place at the disposal of the 
governments the technical aid and personnel required for the 
organization and servicing of conferences. 

The Bogota Charter sets up three subsidiary organs of the 
Council—the Inter-American Economic and Social Council, the 
Inter-American Council of Jurists, and the Inter-American Cul- 
tural Council. The first mentioned was functioning even before 
Bogota, while the two last mentioned are in process of forma- 
tion. All of them will operate in close relation with the Pan 
American Union, through the circumstance that the Executive 
Secretaries of the several Councils are at the same time the 
Directors of the respective technical departments of the Union, 
and the personnel of these departments will serve as technical 
staffs of the respective councils. Thus, the Director of the De- 
partment of International Law and Organization will be the 
Executive Secretary of the Inter-American Council of Jurists, 
and the Executive Secretaries of the Economic and Social Coun- 
cil and of the Cultural Council will be, respectively, the Direc- 
tor of the Department of Economic and Social Affairs and the 
Director of the Department of Cultural Affairs of the Pan 
American Union. 

Although separated organically, the Council of the Organi- 
zation and the Pan American Union will continue to function as 
a team; the former as the permanent, executive agency of the 
Organization, and the latter as the technical and administra- 
tive secretariat of the Council and of the Organization as a 
whole. Together, they have an opportunity to make important 
contributions to the realization of the objectives of the inter- 
American system. 
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Senator Vandenberg said that the Inter-American Treaty of 
Reciprocal Assistance signed at Rio de Janeiro on September 2, 
1947 is “sunlight in a dark world.” 

The treaty has a triple aspect: 

A. It is under the United Nations a regional arrangement for 
the maintenance of peace and security under articles 52 through 
54 of the Charter. It invokes the right (in article 51) of indi- 
vidual and collective self-defense against armed attack, pending 
action by the Security Council. 

B. It states that an armed attack by any state against one 
American state is an attack against all. An armed attack from 
any source made upon the area described in article 4 of the 
treaty or upon the territory of an American state outside the 
area, obliges the signatories to assist in meeting the attack, as 
well as to consult. The nature of the help which they are pledged 
to render individually will be determined by each state pending 
a consultation to decide upon the collective measures required 
of all. Thus the right of collective self-defense in article 51 of 
the Charter becomes an obligation under the Rio Treaty. Deci- 
sions taken by a two-thirds vote are binding on all parties, in- 
cluding those not concurring. However, no state is required to 
use armed force without its consent. 

C. It provides for consultation in the event of an act or threat 
of aggression against an American state or of any fact or situ- 
ation which might endanger the peace of the Americas. 
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Years of Development 

These forthright treaty obligations were not signed at Rio in 
an outburst of hemispheric sentimentality. On the contrary. 
The treaty was not an outburst, but an outgrowth which has 
been steady and cumulative in the more than fifty years of de- 


velopment of the inter-American system. Furthermore, it is ° 


based on the trial-and-error method, hammered out through 
years of actual practical experience. It is an outgrowth, not an 
outburst. It does indeed offer sunlight in a dark world. 

From our own national point of view, if I may be permitted 
a reminder, the bi-partisan foreign policy of the United States, 
which is now widely accepted, has prevailed for some time in the 
inter-American area. 


The Practice of Consultation 

It was at the Inter-American Conference of Buenos Aires in 
1936 that the principle of consultation was agreed to in the event 
that the peace of the Americas was threatened. This was, 
therefore, an important milestone in establishing the machinery 
for implementing the basic policy of hemispheric solidarity. 

The consultative procedure originating in 1936, confirmed at 
Lima in 1938, and manifested during the war years by meetings 
in 1939 at Panama, in 1940 at Habana and in 1942 at Rio de 
Janeiro, contributed substantially to inter-American security. 

The Act of Chapultepec, adopted at Mexico in 1945, reaffirmed 
the pronouncements of Buenos Aires and Lima. It restated the 
justifications for continental consultation. 

Consultation, indeed, is provided for in the Rio Treaty in 
articles 3, 6, 7, 8, 9, 11, 12, 18, 17 and 21. It also appears in 
the Charter of the Organization of American States and in the 
Treaty on Pacific Settlement signed at Bogota in 1948. Thus 
the principle of consultation is now firmly embedded in the con- 
stitutional law of the inter-American system. 


The Doctrine of All For One and One For All 

At Habana in 1940, the consultative procedure produced a 
resolution that an attack upon one American state by a non- 
American state would be considered as an attack upon all of 
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them. This was none too early as a security measure, for it was 
in the very next year that Pearl Harbor was bombed. 

Before the war was concluded, however, further steps to im- 
prove hemispheric security were taken. These include the work 
of the Montevideo Committee for Political Defense, the Inter- 
American Juridical Committee, and the Defense Board, which 
I have insufficient time to discuss. These steps reached a culmi- 
nation with statements in the “Declaration of Mexico” and the 
Act of Chapultepec of 1945 that an attack upon an American 
state by any state constitutes an aggression against all the 
American states. The Act went on to provide for consultation 
(more consultation!) to decide upon the measures to meet such 
aggression, including the possible use of armed force. 

It will be recalled that at the time of Chapultepec the Charter 
of the United Nations did not yet exist. Nonetheless that Act 
provided that the treaty which might grow out of it should be 
consistent with the UN Charter. 

It was, then, at Rio that in 1947 the next logical and orderly 
steps were taken to put in treaty form the ‘all for one” doctrine. 
That treaty we will examine in a moment. 

In the Charter of the Organization of American States signed 
at Bogota on May 2, 1948 a number of the principles adopted in 
the Rio Treaty were unanimously confirmed. Article 5(f) re- 
affirms the “all for one” principle. Articles 24 and 25 reiterate 
the collective security provisions of the Rio Treaty in precise 
language, and Article 43 states again that consultations shall 
be held without delay in case of armed attack. 

Thus we see that the resolutions on consultation, accepted in 
1936, and the doctrine of “all for one,” agreed upon since 1940, 
were brought together and considerably advanced by their in- 
corporation into treaty form at Rio in 1947. That it was not 
an isolated peak of inter-American solidarity is proven by the 
categoric repetitions of the same two concepts in the Charter 
of Bogota signed in 1948. 


The Rio Treaty 


To return to the Rio Treaty. It consists of twenty-six articles, 
most of them short. 
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The all-for-one doctrine appears in articles 3 and 6. The 
Treaty establishes a clear obligation on the parties to take action 
in meeting armed attack; it requires consultation respecting 
other acts of aggression and any other situations endangering 
the peace of America. It specifies the procedure and organs 
through which the community of states will act and lists ° 
measures which may be taken against an aggressor. There is 
no veto. Each party is committed in advance to carry out deci- 
sions of the Organ of Consultations, although it may have voted 
against that decision. The sole exception is that its armed forces 
may not be used without a state’s consent. 


The Rio Treaty is open for signature by any American state. 
This includes Canada. Of the twenty-one American republics, 
representatives of twenty have already signed. The life of the 
Treaty is indefinite. 

The United States Senate approved the Treaty on December 
8, 1947, 72 to 1. Our ratification, deposited on December 30, 
was the second. On December 3, 1948 the Pan American Union 
received the ratification of Costa Rica, the fourteenth, bringing 
the Treaty into effect with respect to the ratifying states. It 
was a pleasure and an honor to attend in person that epochal 
event. 

Cuba has since deposited her ratification. 

Regarding the relationship of the Rio Treaty to the UN, 
Secretary Marshall stated on September 4, 1947 that “the suc- 
cessful formulation of this regional treaty affords the United 
Nations a significant example—an example, I feel, of which it 
is in great need at the present time.” 

The example, in summary, arises out of the following points: 

1. There is no veto. 

2. The implementation of sanctions are binding even upon 
states not concurring. 

3. It provides for immediate action. 

4. It is technically sound, applying to relations between states, 
within a regional group, and to the world organization. 

5. It is a culmination of nearly 60 years of inter-American 
effort. 
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Finally, it does not suffice for there merely to be agreed-upon 
documentation and established machinery in order to maintain 
inter-American security. As was stated by Ambassador Dan- 
iels, the United States representative on the Council of the Or- 
ganization of American States, on October 12, 1948: 


“that structure of peace will fail to achieve reality ... if it 
does not receive a constant and devoted use. Every threat to 
use force . . . undermines the reality of our Organization, and 
deserves the united condemnation of all our peoples. Every 
successful solution of international disputes in accordance with 
our established procedures and principles, on the other hand, 
makes our inter-American structure more real, and deserves 
our united applause.” 
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Latin America no longer occupies a prominent place in the 
newspapers and magazines of the United States. The enthusi- 
asm of recent years has vanished. Our press is now monopolized 
by local and trans-Atlantic news. There is a crying need in this 
country for a weekly journal devoted to the attitudes and activi- 
ties of Latin Americans. No individual or small group with 
other preoccupations can adequately survey the leading news- 
papers and magazines of the region. A special staff of scholars 
and journalists is required to discover and present Latin-Amer- 
ican views on current problems. 


Such information as can be collected in the midst of a hundred 
other duties indicates that the economic and political leaders of 
Latin America are not well pleased with the post-war foreign 
policy of the United States. This may not be entirely the fault 
of our officials and diplomats. Every nation is inclined to pursue 
its own interests as interpreted by those at the helm of govern- 
ment. It seems likely, however, that our leaders are partly to 
blame. Because of a virtual “blackout” of news from Latin 
America, the solid facts required for a sound appraisal of the 
recent conduct of our Latin-American relations are not available. 
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Owing to the unequal distribution of political and economic 
power, the Latin-American nations are doomed to the status of 
satellites of the United States. Such a status can never be alto- 
gether pleasant, but it ought to be possible to moderate power 
with tact and benevolence. 


Since early 1947 the United States government has made two 
very important pronouncements, the “Truman Doctrine” and 
the “Marshall Plan.” Were the Latin-American leaders fully 
informed and consulted before these pronouncements were made? 
I suspect that they were not and that they resent it. These 
pronouncements embodied policies of tremendous significance 
for Latin Americans. If the policies were announced before 
basic objectives were explained and before an effort had been 
made to win Latin-American approval, it is but natural that 
Latin Americans should feel aggrieved. 


The Latin-American countries have long relied heavily upon 
foreign capital and technology. The total foreign investment in 
the region in 1914 was around nine billion dollars, most of it 
British and French capital, but considerable sums from other 
European countries and from the United States. The total had 
risen to more than eleven billion dollars by 1940, in spite of 
World War I and the subsequent general depression. Invest- 
ments from every important European source except France had 
expanded and capital from the United States had increased 
more than threefold. 


But even eleven billion dollars of foreign capital was not 
enough in 1940, in view of the rapid growth in Latin-American 
population, the scarcity of native capital, and perhaps unwise 
policies with reference to capital formation. Yet World War II 
and its aftermath caused an immense shrinkage in the European 
investment. Europe’s resources were needed to carry on the 
war; the remnant of the German investment was confiscated, 
largely at the behest of the United States and Great Britain; 
it was profitable to liquidate most of the French investment with 
cheap francs; the British investment declined from around five 
billion dollars in 1939 to some two billions at the end of 1948; 
and the capital flow from the United States was by no means 
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sufficient to fill the vacuum. The total foreign investment in 
Latin America had shrunk, by the close of 1948, to less than 
seven billion dollars, about 75 per cent of the aggregate in 1914, 
when the population of the region was far smaller and when 
enthusiasm for development and diversification was only be- 
ginning. 

The liquidation of old foreign investments by Latin Ameri- 
cans at depressed prices does not signify the lack of a strong 
desire for foreign capital. This action was motivated in part 
by the anticipation of a flood from the United States. The sums 
they obtained from the United States government during the 
war—about a billion in grants and loans, mostly loans—had led 
Latin Americans to expect much more during the post-war 
period. They thought that the United States would need to make 
immense foreign investments in order to keep the industrial 
wheels turning and maintain full employment. They expected 
the United States government to lend them billions, at low 
interest rates and practically on Latin-American terms, in order 
to repair and expand their transport facilities and industrial 
plants, stimulate production, and raise living standards. In a 
sense their hopes were justified, justified by generous pronounce- 
ments of United States officials, by Latin-American theories re- 
garding the necessities of capitalistic countries, and by their 
firm conviction that they had provided the sinews of victory and 
were entitled to a handsome reward. 


But after the second World War terminated the United States 
revealed a sudden disposition to devote its attention to other 
regions. At first a frank discussion of Latin America’s eco- 
nomic problems was evaded. Then, early in 1948 at Bogota, 
their delegations were told that they must depend on private 
capital and advised to create conditions calculated to induce pri- 
vate investment. 


This seems to have been a bitter disappointment for several 
reasons, some of them already suggested. Their expectations 
had been very high; they preferred government loans and 
grants; they were eager to increase and diversify their produc- 
tion; they had sold their commodities at fixed prices during the 
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war and accumulated large reserves because imports were not 
available, hoping to buy manufactured products, especially cap- 
ital goods, later, after the supply situation had eased, and to buy 
them at controlled prices, only to have their hopes dashed by the 
lifting of controls in the nation that was by far the greatest pro- 
ducer in the world; and, finally, they knew there was hardly any 
other source of foreign capital except the United States. The 
heavy investments planned by the United States in other areas 
woud provide indirect relief to some of the Latin-American 
countries, -but this would be “small change” in comparison with 
their expectations, and they would be urged to extend credit 
while being denied it! The global policies pursued by the major 
regional power in the Americas might turn out to be wise and 
best in the end, but had sufficient effort been made to convince 
Latin Americans in advance and were they given full time and 
scope for the presentation of their views? 


Disappointment may change to resentment if diplomatic rela- 
tions are not conducted with prevision, patience, tact, and gen- 
erosity. Four rather explosive issues are now confronted by the 
United States in dealing with Latin America. 

First is the tariff issue. The Latin Americans, particularly 
the leaders in the more highly industrialized countries, are deter- 
mined to protect their new manufacturing establishments, and 
at the same time they are urging the United States to refrain 
from dumping its agricultural products, and from levying tar- 
iffs or excise taxes on Latin-American raw materials. 

Second is the investment issue. They do not want the United 
States to give or lend all of its money to other parts of the world 
or to exert pressure in support of the private investments of its 
citizens. 

Third is the issue of government in business. Latin Ameri- 
cans have long depended upon the state to promote and support 
major economic undertakings. They are less enthusiastic than 
the leaders of the United States seem to be regarding the bene- 
fits of private enterprise, and when the choice is between gov- 
ernment enterprise and foreign private enterprise they are dis- 
posed to prefer the former. 
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Fourth, an issue seems to have arisen with respect to the 
method of formulating global policies affecting the vital inter- 
ests of the Pan American region. The leaders of Latin America 
wish to participate in the making as well as in the execution of 
policy. To play the part of satellites is unpleasant at best. The 
role becomes repugnant if the satellites are compelled to revolve’ 
in a frigid orbit where there is no warm glow of tact, deference, 
and magnanimity. Let the diplomats of the United States bear 
this in mind; and let our information services be so organized 
as to give the people the facts! 
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On the economic side, the American republics will have avail- 
able, when and if the Buenos Aires Conference is held next 
spring, a decade of experience with institutional cooperation on 
a multilateral basis. During this period, which embraced both 
war and peace, the potentialities of the device as well as its 
limitations have been well established. Unfortunately, the grow- 
ing group of people who have a vested interest in continued ex- 
pansion of the inter-American structure, and the profound 
ignorance of the so-called Latin American experts—many of 
them in the academic world—who supply most of the “informed” 
writing in the field, stand in the way of advantage being gained 
from this experience. 

Anyone who has ever served in Washington and been con- 
fronted with the pathetic assignment of finding something for 
the Development Commission to do, anyone who has had to 
search for a method by which the appearance would be created 
that the Financial and Economic Advisory Committee was con- 
tributing to problems that were moving to solution necessarily on 
a bilateral basis, anyone who has had to help maintain the fiction 
of significant activity on the part of the Economic and Social 
Council—must have realized by now how far we have been from 
any conception of the function and potentialities of the inter- 
American economic structure. 

We do the cause of inter-American cooperation no good by 
closing our eyes to the lessons of this decade. We do the cause 
of inter-American cooperation no good by refusing to consider 
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function before we establish new agencies or expand old ones. 
We do the cause of inter-American cooperation no good by seek- 
ing in the inter-American economic agency a cheap short-cut to 
solution of problems that are essentially internal. We do the 
cause of inter-American cooperation no good by using it as a 
device to “milk” one of the partners—for eventually the United ° 
States must re-examine realistically the bases of foreign eco- 
nomic policy, and any institution which feeds on exploitation of 
the generosity and preoccupation of the United States with other 
matters is likely to suffer disproportionate damage from such 
an examination. 

Function. The area of activity with which we are concerned 
may be divided into two broad classes: (a) Routine operational 
problems, and (b) Policy questions. An illustration of the first 
category would be the proposed establishment of uniform regu- 
lations governing the registration and labelling of pharmaceu- 
tical products. This type of problem is characterized by (1) a 
lack of glamor and consequent lack of attractiveness for the 
diplomatic setting of inter-American cooperation, and (2) the 
fact that it requires active interest and positive action by each 
of the American republics, rather than the traditional form of 
cooperation which consists in imposing a responsibility upon 
the United States. Despite the pedestrian character of much 
of the activity of this type, there is a great contribution to more 
effective working of the Latin-American economies which could 
come from it. It can be said conclusively that the inter-Ameri- 
can economic system to date has failed dismally in activity of 
this kind. There have been gestures in this general direction, 
such as the passing attention of the Development Commission 
to standardization work in the course of its sad quest for func- 
tion, but nowhere has there been the resourcefulness on the 
part of the inter-American economic agencies or the necessary 
impulse to self-help in the other American republics that alone 
could make possible significant progress. 

Constructively, it should be pointed out that no new or special 
agency is required for activity of this kind. In fact, one of the 
barriers to such activity may well be the fact that it does not 
properly involve the great expansion of staff which is the goal 
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and the stimulus of the international bureaucrat. The Pan 
American Union might properly have served as the catalytic 
force impelling such activity. But it has never been staffed— 
and more importantly, it is even now not being staffed—to ac- 
complish anything requiring imagination and initiative and re- 
sourcefulness and drive in the economic operational field. And 
the continued unwillingness of the Latin Americans to realize 
that there is no easy way to economic progress and no substitute 
for self-help makes it unlikely that serious progress will be made 
along these lines in the foreseeable future. 

The sphere of policy interests us more. Here, the great lesson 
has been that the focus of multilateral activity, which is the 
search for a formula or common denominator, has very limited 
usefulness in the economic sphere. We may take as an illus- 
tration the central problem of inter-American economic rela- 
tions today: Developmental financing. Developmental private 
capital does not move to Country X because a resolution has 
been watered down until it satisfies all twenty countries. It 
moves when and only when a given country provides the mini- 
mum conditions necessary to attract that flow. Nor can public 
capital be raised in the United States—whether through the 
Export-Import Bank or the World Bank or the eagerly sought 
Inter-American Bank and Development Corporation—in re- 
sponse merely to the fact that the other American republics are 
unified on their unwillingness to put their houses in order first. 
Agreement for the sake of having an agreement may have per- 
tinence in a system of political loans such as the Welles’ doctrine 
of the Good Neighbor called for. But it fails to meet the re- 
quirements of economic relationships. 

Examine, if you will, some of the central problems of the war 
period: (a) Supplying the minimum essential requirements of 
the Latin-American republics from the United States—which 
evolved from a financing problem to a problem in distribution 
of short-supply commodities in accordance with the estimated 
minimum essential requirements of the individual republics. 
(b) Maximizing the production and flow of strategic materials 
from the other American republics. (c) The series of measures 
taken directly to counter enemy interest in the Hemisphere— 
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ranging from preclusive buying to control over re-exports, to 
foreign funds control, to replacement of Axis airlines, to liquida- 
tion of Nazi industrial and commercial assets, to full employ- 
ment of Axis shipping immobilized in hemisphere ports. 

The inter-American system provided broad policy statements. 
And the United States faithfully sought to create the impression - 
of major assistance from the Financial and Economic Advisory 
Committee. But the success of the inter-American war effort 
can be measured in terms of the success of the bilateral activity. 
It was a bilateral effort that mobilized larger quantities of strate- 
gic materials, stimulated by quid pro quos reached in friendly 
and sometimes not so friendly bargaining. The flow of short- 
supply items from the United States was at best a bilateral oper- 
ation. The liquidation of Nazi assets—a very uneven process 
throughout the hemisphere in both speed and scope—came from 
exertion of pressure on a bilateral basis. 

The limitations of the multilateral system are best seen in 
the tragic and typical failures of the period—the inability to 
mobilize Argentine support for the war effort, and the inability 
to mobilize sufficient integrity on the part of the Latin-American 
countries to achieve a proper disposition of the proceeds of Axis- 
asset liquidation. These failures came out of the weakness of 
the multilateral arrangements and out of the unwillingness or 
inability of the United States to press firmly in bilateral negotia- 
tions lest the myth of solidarity be weakened. Thus, the Execu- 
tive Branch of our Government continued to assure the Congress 
that the inter-American system was producing a method of pool- 
ing the proceeds of Axis asset liquidation to be allocated eventu- 
ally on the basis of respective claims, with the remaining assets 
thrown into the general fund for reparations. The inter-Ameri- 
can system produced nothing, of course, since the case was one 
where many of the nations would have been faced with obliga- 
tions rather than one where they could draw from the United 
States. And eventually the United States quietly closed the 
book—defeated. Again, Axis firms grew stronger and more 
aggressive in Argentina, our Latin-American neighbors thought 
too little of their multilateral obligations or objectives to stop 
the growing flow of re-exports to the Argentine, the United 
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States hesitated to stop the import of non-essentials from the 
Argentine, refused to challenge the neutrals in their deliveries 
to Argentina, and itself maintained a flow of essentials. The 
United States had become a prisoner of its mistaken belief in 
the effectiveness of the multilateral inter-American approach. 
Finally, it is significant that shortly after the war the State 
Department was forced to report to the Congress that despite 
its continued efforts and the network of resolutions binding the 
American Republics, the German organization in only nine of 
the American Republics had been broken up, and that in some of 
the others it remained nearly intact. 

These facts have more than historical importance. We shall 
be faced at Buenos Aires—if the United States fails to achieve 
cancellation of the Conference—with the urgent task of break- 
ing the impasse on developmental financing. It has become clear 
to most students of this problem that the multilateral approach 
of the inter-American system offers no solution. If we continue 
to value agreement for the sake of agreement, and the concept 
of a multilateral approach as a concept apart from its practical 
limitations, we may achieve a failure at Buenos Aires that might 
well shake the entire inter-American structure—political as 
well as economic. 

Institutions. Some case studies of the institutional structure 
may be useful. First, the Inter-American Development Com- 
mission. It was conceived without any concept of function, with 
a vague objective of promoting development and the woolliest 
sort of suggestions as to how that might be accomplished. In 
our own government, officials immediately went to work to hatch 
out some piddling projects that might produce the fiction of 
work in progress. As the Commission threatened to become a 
major embarrassment to all concerned, some fine spirit was 
blessed with an inspiration! Why wouldn’t it be a grand idea 
to create a local commission in each of the American Republics? 
This would at least take the heat off the Commission as far as 
finding function. So the organizational task took a year, but 
when it had been completed, the absence of function again became 
embarrassing. Now the Commission entered upon its war effort, 
which it has itself summarized as including conspicuously: col- 
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laboration with the Board of Economic Warfare, preparation of 
bulletins explaining war measures, rendering of assistance to 
local groups in bucking wartime regulations and restrictions in 
Washington, establishing of a merchandising advisory service. 
In most of the efforts enumerated, the Commission failed to 
figure as a major element, and in none was there much substance.: 
Those of us who spent the war virtually as lobbyists for Latin 
America inside the United States Government recognize the 
problems cited by the Commission but recall also the relatively 
unimportant role that it assumed. Since such duplication of 
effort proved no answer to the central problem of function, the 
Commission set about again to search out something to do. 
This time it came up with the idea of holding a conference of 
the local commissions. This would have the obvious merit of 
taking several months in preparation for the conference, and 
several months in recovering from the conference. The Con- 
ference was held in May 1944—a costly conference, as the 
Chairman noted, for in addition to the financial outlay the War 
Department was prevailed upon to furnish air priorities at a 
time when transportation facilities were strained. The Confer- 
ence yielded the usual crop of resolutions, and more pertinently 
decided that if the Conference would enter the already well- 
populated area of helping with technical surveys, the much- 
needed function might there be found! 

The nature of surveys being that no one ever rejects the 
idea and few consent to take the constructive action as recom- 
mended, the Commission was able to make technical services 
available to more than half the American republics. It pub- 
lished a number of studies and found itself able to report that it 
was now answering many phone calls and mail inquiries concern- 
ing Latin America. (As most of us know, it takes only a letter- 
head in this country to stimulate a nice flow of mail and phone 
calls.) All during this period the Commission had operated 
largely on funds furnished by the United States Government. 
By June 1948 the Commission dared report that thus far “its 
activities have been handicapped by limited funds and limited 
organization” and recommended that its functions (sic) be 
assumed by a new Commission on Development to be created by 
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the Inter-American Economic and Social Council. The search 
for a function had failed. Today in Hotel 2400 in Washington, 
a few clerks sit around awaiting action, guarding the documents, 
waiting. This is the organization which the Brookings Institu- 
tion recently dared to term “an important cooperative achieve- 
ment”, and whose work Professor Whitaker in an excellent 
recent book (The United States and South America) tended to 
confuse with the variety of fomento growths with which the 
body economic of Latin America is currently afflicted. 

Before we look at other institutional developments, a word 
should be said about surveys and investigations. With the ex- 
ception of three Latin-American countries whose economic pres- 
ent is so bleak and whose future is so unpromising as to warrant 
special policy attention by the United States, technical surveys 
constitute expenditures properly chargeable to the budgets of 
the individual countries. Technical competence is available 
commercially to any of the countries desiring it, and there is 
no need for major structural buildups to cater to this need. 
The survey has become increasingly the catch-all on which the 
proliferating agencies are justifying their existence. It is 
utterly ridiculous to have the United Nations Economic Com- 
mission for Latin America reduced to holding on to a never- 
justified existence by the device of making surveys; to have 
the Inter-American Economic and Social Council justifying an 
organization for much the same reason; for the Inter-American 
Bank to be embarking on similar investigations; for the United 
States to be mobilizing its own agencies to duplicating appara- 
tus. In our own country we have found that surveys are best 
made when they stem as closely as possible from ultimate or 
possible sources of funds. This suggests the place where sur- 
veys of many kinds might best be lodged today. But in any case, 
let us not try to justify the multiplicity of agencies by their 
slight contribution to technical investigation. Any more than 
we should ever again let an international agency justify itself 
as the UN group did—on the grounds that it is unlikely to do 
any harm. 

Now, take another case. The Inter-American Coffee Agree- 
ment is commonly cited as the most effective example of inter- 
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American cooperation on a multilateral basis. If by economic 
cooperation we mean countries acting for mutual economic gain, 
then this agreement would hardly belong in this discussion. 
The Inter-American Coffee Agreement was entered into by the 
United States as a wartime measure for political reasons. Its 
success came out of the willingness of the United States to’ 
sacrifice more than $100 million for political purposes. It 
belongs in the category of the political loans of the Sumner 
Welles’ period. And as a lesson in the lasting benefits from 
such political actions, one might cite the unprincipled attack 
of the Latin Americans on the OPA in its final months—when 
the OPA in effect was undertaking merely to achieve what the 
consuming-country participation in the Agreement had originally 
been intended to achieve, that is, the very characteristic which 
has been played up as particularly meritorious in the Coffee 
Agreement. 

Certainly we must be prepared to evaluate carefully the mul- 
tilateral efforts which are based on assumption of the full 
burden by one member of the American community. It has 
suited the advocates of inter-American economic cooperation 
to try to conceal the cost of the activity and to play up the super- 
ficial aspects of cooperation. But any policy if it is to endure 
must have a firmer base than this. Even in the international 
field, it does not seem likely that we shall be able to fool all the 
Congress all the time. The almost-criminal handling of the 
inter-American highway appropriations by the State Depart- 
ment affords a case in point. Lest the Latin-American countries 
balk at letting the United States pay more than its share of the 
cost of the highway, the State Department deliberately deceived 
the Congress when it insisted that funds be made available 
without restrictions regarding commitments to be obtained from 
the Latin Americans, on the grounds that the Department 
expected to obtain these commitments promptly and more 
effectively when left free of legislative directives. We must 
not, said the Department, make “cooperation” difficult. But 
the Senate Special Committee to Investigate the National De- 
fense Program was to report later that “representatives of the 
State Department . . . have not presented the picture completely 
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and accurately,” that the matter of maintenance of the highway 
after completion and the matter of protection against exorbitant 
tolls and onerous restrictions had been wholly neglected, in dis- 
tinct contradiction of the undertakings of the Department when 
it solicited the funds. Surely, our participation in the inter- 
American economic arrangements can not hope to survive by 
such deceit or by reliance on the capacity to conceal the facts. 


Finally, there is the Inter-American Economic and Social 
Council. This institution was launched with the full lyrical 
range of the good neighbor’s rhetoric. ‘None of the inter-Ameri- 
can institutions,” thought the Chairman, “has responsibilities 
comparable with those entrusted to this Council.” The Coun- 
cil would be, said another delegate, a laboratory of ideas and 
principles to serve the aspirations of the people of this hemi- 
sphere. But errors were immediately made. The American 
Republics chose to give membership on the Council a diplo- 
matic rather than a technical character and they provided in- 
adequate staff. These errors were compounded when the Council 
proceeded to misinterpret the character of the economic situa- 
tion confronting the American republics. 


At Mexico City, it had been thought that the urgent prob- 
lems of the next period would be readjustments in the external 
economic relationships deriving from reorganization to a peace- 
time basis. In actual practice, the challenge of the period turned 
out to be the intensification of the internal problems which the 
American republics had refused to face during the war. Instead 
of a damaging curtailment of procurement activity, instead of 
a pincers movement in export-import prices, exports rose to an 
all-time high exceeding $6 billion per year. The period turned 
out to be one in which the individual republics were given by the 
external situation the flexibility to achieve the adjustment to 
peace safely and soundly. The real problem of the times was 
coping with inflationary tendencies, the failure to control gov- 
ernment expenditures, the failure to take adequate action on 
tax systems, the failure of price controls. But the Council went 
blithely on its way emphasizing in its every meeting that it 
was dealing with an emergency requiring international action 
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when what was needed was vigorous internal action. The fact 
of the matter was that the international structure could not in 
any event have been of much assistance in the situation. 

Not to have foreseen this turn in events was excusable. But 
the deliberate refusal to operate with an understanding of the 
facts once they became known is inexcusable. Meanwhile, with 
its woolly instructions and its failure to concentrate activity 
instead of ranging over the lyrical aspirations and hopes of 
mankind, the Council botched successive opportunities for con- 
structive contributions. The Marshall Plan offered a major op- 
portunity for constructive activity, but the Council balked, know- 
ing that the Latin-American participation would inevitably in- 
volve something more than the traditional call on the United 
States for help and therefore seemed not a fit subject for opera- 
tions. The Council missed the opportunity to tighten the defini- 
tion of activity, once and for all, when it permitted the United 
Nations to invade its area, apparently with the thought that two 
agencies accomplishing nothing were no worse than one accom- 
plishing nothing. Finally, hampered by the limitations of the 


agreement for agreement’s sake, it botched the preparations for 
the Bogota Conference by producing an inadequate basic docu- 
ment from which grew the unsatisfactory economic agreement 
of Bogota. 


Conclusion. The conclusion of this review is as follows 
(a) As far as policy goes, the area of multilateral activity is 
distinctly limited. Specifically, the solution to the central prob- 
lem facing the Americas today in the economic sphere is not 
likely to be found in multilateral activity. (b) The tendency 
to proliferation of structure is dangerous and should be stopped. 
The most urgent problem in the economic area, institutionally, 
is a definition of function that is to be performed. Until a con- 
centration on specific work is achieved, activity is likely to be 
over-costly and inefficient. (c) Finally, all multilateral activity 
is likely to yield only limited results as long as the Latin-Ameri- 
can republics seek in external arrangements a method of avoiding 
the essentially domestic barriers to more efficient workings of 
their economies. 








WERE Kw we: Baths tte 


j 
i 
i 
‘ 
f 
4 
4 
i 
4 
; 








Ti, Mittin Cad 
Understanding 


By wit 1]. Chitin 























The chairman of this round-table expressed the hope, in his 
introductory remarks, that the several members of the panel 
would attempt to make a critical evaluation of the topics as- 
signed to them. He stated that in his opinion there had been 
too much “mouthing of idealistic principles” and not enough 
cold examination of real accomplishments in the field of inter- 
American relations and understanding. Dr. Hanson in his 
paper mentioned that many of the attempted inter-American 
economic understandings had been the more characterized by 
“a lyrical range of good neighbor rhetoric,” than by real accom- 
plishment. Neither of these remarks has added much to the 
composure of this participant, who has as his assignment a 
discussion of “Cultural Understanding.” 


I feel quite certain that none of the various and complex 
facets of the inter-American program have been the subject of 
as much lyrical rhetoric as has the whole field of what used 
to be called the Cultural Relations program. I am sure that 
if Dr. Gallup were to ask the American people their opinion on 
the importance of cultural understanding, everyone would 
answer, without understanding what the term really meant, 
that we must have reciprocal cultural understanding as the 
foundation stone of amicable political relations. However, if 
he were to pursue his inquiry, and to ask what is and what 
ought to be included in a program of cultural relations, I fear 
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that the gates of rhetoric would be opened wide. I suspect 
that some of my colleagues still believe that as Cultural Rela- 
tions Attaché at Buenos Aires during the war years, I dedicated 
most of my time to the cultivation of the esoteric, and that my 
contacts were principally, if not exclusively, with poets and 
musicians, be they of the long-hair or short-hair variety. 


It is difficult to realize in 1948 that a program of international 


' information as an integral part of foreign policy formulation 


and administration on the part of the Government of the United 
States is a very recent development. At the present time one 
encounters a number of articles, essays, and even monographs 
that discuss in some detail the scope of the present international 
informational program; what it is, what it ought to be, and 
whether public or private agencies should be responsible for 
its planning and execution. One of the most comprehensive sur- 
veys on the informational program of the United States was 
made by Dr. Arthur W. McMahon three years ago. Dr. Mc- 
Mahon wrote in his Memorandum on the Post War Informational 
Program of the United States, “the adequacy with which the 
United States as a society is portrayed to the other people of 
the world is a matter of concern to the American people and 
to their government. Especially it concerns the Department of 
State. Modern international relations lie between peoples, not 
merely governments. Statements on foreign policies are intel- 
ligible abroad in the spirit in which they are intended only when 
other peoples understand the context of national tradition and 
character which is essential to the meaning of any statement.” 


I know of few observations which so cogently present the 
imperative necessity of an international informational program 
as part of the vast panorama of foreign policy. International 
informational activities are essential to foreign policy formula- 
tion and foreign relations. The objectives of such activities 
are several, but in my mind, three stand out as paramount: (1) to 
see that the knowledge of other peoples of the world about us 
and our way of life is full and fair, not meager, fragmentary, 
distorted, and biased; (2) a program of international informa- 
tional activities should also, in my opinion, be mutual and re- 


86 INTER-AMERICAN ECONOMIC AFFAIRS 


ciprocal. That is to say, a second objective is to see that our 
knowledge of other peoples is equally full and fair. Many will 
hold that this is not properly a part of the program of the gov- 
ernment of the United States; that it properly belongs to the 
foreign relations activities of the several countries with which 
we maintain amicable diplomatic relations. I am convinced, 
however, that if cultural understanding is basic to political 
understanding, and if we are misinformed concerning the cul- 
ture and thought of other national groups, it is and should 
be the responsibility of our own program to remove, insofar as 
it is possible, these misunderstandings. Parenthetically one 
might observe here that the program of the United States 
could be strengthened if greater attention were given to this 
second objective. (3) The third objective which flows from 
the first two, is to see that our policies, which so vitally and 
directly affect other peoples, are presented abroad with enough 
detail and background so as to make them fully understandable. 

This rationale of an informational program was almost to- 
tally lacking when there was established in the State Depart- 
ment, a dozen years ago, the Division of Cultural Relations. All 
that was known, or perhaps I should say, felt intuitively, was 
that we in the United States had an abysmal ignorance of Latin 
America, its history, its economic organization, its political prob- 
lems, its culture, and may I say its spirit, and that Latin Ameri- 
cans were similarly in ignorance concerning the real United 
States. To complement and to supplement the good neighbor 
policy and to reduce, if not eliminate, the barriers to political 
agreement raised by mutual misunderstanding and hence mutual 
distrust, the Office of the Coordinator of Inter-American Affairs, 
the Cultural Relations Division of the State Department, and a 
score of other governmental agencies were created. I think 
that it can be fairly said that the much vaster, better coordi- 
nated, and better planned informational program of the United 
States government today is but an expansion of an activity 
originally planned for and limited to the Americas. This fact 
should be especially noted in a round-table devoted to the 
appraisal of the inter-American system. Today we start with 
the assumption that there must be an informational program 
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and that it must be universal. I am convinced that had it not 
been for the inter-American experiment of the past 15 years, 
we would not now make this a priori assumption. I do not feel 
that I exaggerate when I note that the efforts to harmonize 
inter-American relations through a cultural understanding ap- 
proach have made a highly important contribution to contempo- 
rary American foreign policy. 


As I now observe this much broader program and read the 
many articles and monographs that cross my desk which discuss 
the relationship of an informational program to foreign policy, 
what it is, and what it ought to be, and the respective responsibili- 
ties of governmental and non-governmental agencies, I recall, 
perhaps with a certain nostalgia, the rather vague assignment 
that the early Cultural Relations Attaches had—‘“to establish 
and further cultural contacts.” In those early days, only a 
decade ago, the program was characterized by an excited but 
somewhat chaotic welter of uncoordinated activities, conflict- 
ing objectives, and general hit-or-miss procedures. We had 
no organization charts, and in fact when their elaboration was 
instituted in Washington, the field was sometimes not informed 
about them. I think that only those who were in the field in 
the early 1940’s can fully appreciate the really amazing progress 
that has been made in the last six or eight years. 


We are in substantial agreement with reference to what might 
be called the postulates of an informational program. First and 
foremost is the primacy of a sympathetic understanding among 
peoples. Of equal importance is the realization—at government 
and popular levels—of the propinquity of the peoples and their 
growing inter-relatedness. As one writer has noted, the Ameri- 
cas, Latin and North, more clearly see than ever before in 
American history that the enlightenment, health, and social 
welfare of each is the concern of all. We Americans perceive 
more clearly that ignorance, prejudice, and provincialism are a 
threat not only to the peoples who unfortunately possess them, 
but also to the peoples and hence to the governments of the 
far away places in America. These view points, with ref- 
erence to the United States—Latin American relations, are more 
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or less taken for granted now; they were not so regarded 15 
years ago. Although one can not give all of the credit to our 
cultural relations program of the past decade and a half, its 
contributions have not, I believe, been fully comprehended. Had 
we not embarked on such venture in the 1930’s we would not 
now so clearly see the importance of these cultural and social 
factors in international political affairs. 


The content of our present informational program, which now 
happily extends beyond the Americas, was shaped by what was 
attempted, by what failed, and by what succeeded in the 
United States—Latin American Cultural Relations program, 
1935 to 1945. The members of this audience are, I am sure, 
acquainted with both the broad outlines and specific parts of 
contemporary informational activities. My time permits me 
to note only the broad categories of the program. They are six 
in number: 

I. The promotion of what might be called, for want of a 
better descriptive term, intellectual cooperation. The objective 
is, through governmental action, governmental facilitation, or 
through private agencies, to establish, maintain, expand, and 
advance contacts, individual or group, in the fields of the creative 
arts and humanities, the social sciences and law, natural science, 
the medical sciences, engineering, and—a recent addition which 
has in my opinion been wisely included, labor. 

II. Cooperation in education, that is to say formal and insti- 
tutional cooperation. This includes the interchange of scholars 
and educators, the sharing of techniques, mutual aid in meeting 
educational problems, and the development of inter-cultural 
education. 

III. Cooperation in the field of libraries and books. This part 
of the program has two main fields of activity. One is to pro- 
mote the establishment and maintenance of libraries and library 
science; the second is to encourage the translation of books, 
either into English, Spanish or Portuguese. Anyone who has 
been but a few hours in the Biblioteca Benjamin Franklin in 
Mexico City sees at once the importance of libraries in inter- 
national understanding. I think that in the earlier years some 
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mistakes were made in the book translation program and 
American books not well suited to the educational program 
of Latin America were published in Spanish editions. For 
example, a rather advanced treatise on the psychology of per- 
sonality was translated when, due to the fact that psychology 
is in Latin American universities where it was in the United 
States 30 years ago, a good standard basic text would have 
better served the need. In the general fiction field, Latin Ameri- 
can publishers are and have been for many years, very active. 
I believe that in general they are the more interested in what 
might be called our “advance guard” writers. The emphasis 
of any program should therefore be directed towards securing 
a balance. My own experience indicates that Latin Americans 
know a great deal about our “Okies” and our Jeeter Lesters, 
but are rather uninformed about the life of a farmer who owns 
his 160 acres, the kind of life he leads, his accomplishments 
and frustrations, his fears and his hopes. 

IV. Adult education. This is the so-called informational 
part of the program. It includes the dissemination abroad of 
information about the United States and its way of life. The 
media used are, of course, the press, the radio, and the motion 
picture. The Cultural Institutes that have been established 
in the major Latin American cities are an integral part of this 
activity. They, as you know, not only teach a large number 
of Latin Americans English but also are centers for this adult 
educational work. 

V. Welfare work. Given the low standard of living that 
obtains in so many of the other American republics, the import- 
ance of this part of the cultural relations program can hardly 
be over-estimated. The many inter-American programs in 
sanitation, nutrition, child welfare, etc., are tangible evidences 
of this work. 

VI. Research in inter-cultural relations and education. As 
yet, this does not loom large in our program. It is a phase of 
cultural relations and understanding that so clearly needs 
greater emphasis. It is to be hoped that the great strides that 
have been made academically in this field in the past decade will 
be reflected in the future growth of our informational activities. 
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The task of appraising any or all of these six major parts of 
our current program is not one that can be done in the time 
allotted to each of the participants at this meeting. The results 
of a cultural relations program are, in their very nature, intan- 
gible. They consist of subtle and slow changes in individual or 
group attitudes which are elusive and which are difficult to 
measure even when they can be isolated. Were I in any posi- 
tion of authority, however, I would certainly devote my major 
efforts, and the major part of my budget, to one specific activity : 
the exchange of students and scholars. The current quarrels 
as to the content of the informational program seem mostly to 
revolve about the media of mass communications, and more 
particularly who should inform other peoples about us through 
the press, the radio, and the motion picture. Should govern- 
ment play an active role, should it be merely a facilitator, or 
should it all be left to private enterprise? (See the book 
Peoples Speaking to Peoples by Llewellyn White and Robert 
D. Liegh.) We seem to have overlooked a very significant state- 
ment made but two years ago by Mr. William Benton, onetime 
Assistant Secretary of State for Cultural Affairs: “The exchange 
of students and scholars is the surest single method, over the 
decades, for promoting understanding among peoples’. Prob- 
ably the words “over the decades” explain our oversight. Being 
a practical people we wish, as did Senator Butler of Nebraska 
a few years ago, to see results immediately follow appropria- 
tions. If Congress designates some millions of dollars for cul- 
tural understanding, and if all of Latin America does not imme- 
diately change its attitudes towards the United States and its 
foreign policies, some public figures seem to believe that the 
money has been wasted. But, because of the very nature of 
its activity, changes influenced by a growth of cultural under- 
standing come slowly. 


I would emphasize student and scholar exchange for several 
reasons. In the first place the recipients have a full and free 
opportunity to find their own social and spiritual levels. Juan 
Gémez, for example, will associate with persons of like interests 
and like modes of thought, but through professional, scientific, 
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or technical mutual interests which he has with his United States 
colleague he will be able to probe more deeply into the life of 
this country as it is really lived and not as it is pictured by the 
motion pictures, the tabloids, or capsule digests of that vast 
panorama of American culture. Juan will take back to Mexico, 
Argentina, Guatemala, or Peru deep and lasting impressions of 
a way of life as well as scientific or professional knowledge. And 
we know well that the returned scholar rises, and quickly, to 
a position of leadership on his return, to a position in which 
he can influence the thought and attitudes of large numbers of 
people. 

The accumulation of rich experience by the visiting student 
will lead in the long run to a much deeper understanding than 
the process of trying to coordinate private activity in the field 
of press, radio, or motion picture, or trying to inter-articulate 
the bureaus and governmental agencies of one country with 
those of another. As one writer recently noted, individuals like 
William H. Prescott, Charles Ticknow, and more recently Archi- 
bald MacLeish have done far more for inter-American cultural 
relations than most Cultural Relations Attaches, Public Affairs 
Officers, radio programs, and governmental bureaus. The pro- 
cess is a slow one; its results will perhaps not be seen for at least 
another generation. But they will be seen. What better ex- 
plains Argentina’s close cultural tie with France, even to the 
point of making the Avenida 25 de mayo look like the Champs 
Elysees, than the fact that Argentines ever since the 1860’s went 
to France for their university work? 

The student also, in my opinion, will be more receptive to the 
impact of the new way of looking at life. He will not feel that 
some propaganda motive lies behind a fellowship or scholarship. 
On the other hand, he looks at the motion picture, tunes in the 
radio program, or reads the press releases of a more strictly 
informational program with a certain amount of skepticism. 
Probably others in the audience have had the experience I have 
had several times. I used to be Foreign Student Advisor at 
the University of Minnesota and I had and still do have many 
contacts with foreign students who are in the United States 
on some scholarship or fellowship. Many have asked, usually 





92 INTER-AMERICAN ECONOMIC AFFAIRS 


discreetly but a few bluntly and openly, “When do we get 
courses that will indoctrinate us about the United States?” 


The student exchange program has its problems too, and 
there undoubtedly have been many instances in which the resi- 
dence of students and scholars in the United States has back- 
fired. But the explanation of this unexpected result may point 
the way to a renewed and increased activity in cultural relations. 
Those who return to countries in which the living standard is 
low may become bitter and frustrated and often compare their 
miserable lot with the much higher standards of the United 
States. Some react violently against the professional back- 
wardness they find on their return. Their life is not made the 
more happy when they find they lose friends by comparing, 
unfavorably to their own country, professional standards at 
home with those they came to know while at some American 
university. ‘They tend to concentrate in the capitals of their 
countries, and perhaps a few of them resign themselves to the 
use of political favoritism to secure professional advancement. 
In so doing they may align themselves with political groups 
which seem to be the antithesis of the democratic way of life; 
the life we hope they observed while they were in the United 
States. I think that these unexpected results are more the 
exception than the rule. They show, however, that a program 
of exchange of persons must concern itself with more than the 
exchange itself. The social and economic conditions of the 
student’s homeland became a vital part in thinking and planning 
student exchanges. 

One of the results which we hope will flow from a program 
of cultural relations, and more particularly from student and 
scholar interchange, is an increased devotion to the democratic 
way of life. Whether we say so or not, it is our expectation 
that the Latin American students who visit the United States 
will observe that democracy seems to work; not perfectly it 
is true but certainly much more than adequately. We therefore 
expect that on their return these students will not only have 
gained professionally because of their studies in the United 
States but also will have gained politically. We are disap- 
pointed if they do not become active workers for the establish- 
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ment and maintenance of a democratic political system in their 
native lands. 


However this immediately places cultural relations in the 
political field. Can we hope for this result in the inter-change 
of students when many factors force us to support or to tolerate 
regimes in Latin America that are certainly not democratic? 
During the war our ability to get along with the Vargas’, the 
Ubicos and the Morinigos made it difficult to convince the Latin 
American that we were interested in an America in which the 
democratic way of life prevailed. We could, albeit with some 
difficulty, explain that war time emergencies and expediencies 
made it necessary for us to deal with those governments—not 
to mention several others. But many Latin Americans took 
literally and seriously the statement by President Roosevelt that 
one of our objectives was to destroy totalitarian government, 
wherever it existed. They had had too long and too bitter 
an experience with tyranny to be indifferent, and in their list 
of dictators to be eliminated other names besides those of 
Hitler and Mussolini appeared. Similarly they noted, and often 
repeated, another of the ideological objectives of World War II, 
a world which was free from fear and from want. 


We now stand on what may be the threshold of reactionary 
government in Latin America that may equal that of 1930 and 
after. Moves to the right have taken place in Peru, and 
Venezuela, and can logically be expected in other American 
republics. I am sure that our cultural relations activity will 
be judged in the light of what our political relationships with 
these new, and I believe reactionary, regimes will be in the 
future. The State Department has already expressed its con- 
cern over military movements that have upset established gov- 
ernments. However, should these governments obtain control, 
as they have, their de jure status cannot indefinitely be unrecog- 
nized by the United States. 


We are, I believe, caught in an unpleasant dilemma. If we 
fail to recognize the new regimes because of their undemo- 
cratic way of taking and exercising power, we will be accused 
of insincerity in our many past promises to renounce inter- 
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vention in the purely domestic political affairs of our neighbors. 
If, on the other hand we do recognize the new regimes, this 
action will cause the democrats of all the Latin American 
republics to feel that although we extol the virtues of a demo- 
cratic society in our cultural relations program we seem to 
forget it in our more direct political contacts. I think that a 
letter recently received from a Venezuelan friend well illus- 
trates this. He writes me that “the democratic gains that 
impressed you when you were here a year ago have been 
stopped. I think that we are returning to the days of Gémez. 
I doubt that we will long be able to read about or to listen 
to accounts of the rights of people, freedom of expression, free 
political parties.” This friend will certainly evaluate our cul- 
tural relations program in terms of political action. If we 
recognize the new regime in Venezuela I feel confident that we 
will lose a friend who was much influenced by that program. 
And there are many millions like him in the America south of 
the Rio Grande. 


Two lines of action are indicated by the dilemma in which 
we are placed by recent political events. In the first place we 
must give even greater emphasis in our cultural relations pro- 
gram to the position taken by Dr. McMahon and noted at the 
beginning of this paper. If statements on foreign policy are 
to be intelligible abroad, and to be really understood, we must 
give more attention in any informational program to the fac- 
tors which cause us to take a specific position with reference 
to any Latin American regime present or future. It will be 
difficult to be frank and open, it is not easy to point out that 
recognition does not imply approval, nor that the world political 
situation makes it necessary for us to make concessions that we 
may not like to make. If we must deal with Franco let us say 
why we are doing it. (Such action, incidentally, would bring 
joy to the conservatives among all of our southern neighbors 
and cause consternation among the democrats.) But a frank 
and open statement of why we take the political steps upon 
which we embark is to be preferred to international relations 
double-talk. The alternative—to emphasize democracy in cul- 
tural relations, without explaining fully why in political rela- 
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tions we must do business with non-democrats—will probably 
irreparably damage both cultural and diplomatic intercourse. 

Secondly, it would appear that the political considerations 
just noted suggest that student-scholar interchange be facili- 
tated and expanded. The other segments of a cultural rela- 
tions or international informational program—the press, the: 
radio, motion pictures, health and educational projects, etc.— 
all of these involve in most instances working with some gov- 
ernmental agency. We are forced to deal, in the planning 
and administration of these projects, with whatever govern- 
ment happens to be in power at the moment. A large number 
of Latin American critics of our cultural relations program in 
the past have written that we seem to deal more with govern- 
ments than with people. ‘Yet, if one of the postulates noted 
earlier is valid, we must appeal to the people of Latin America 
rather than to their governments. It becomes increasingly evi- 
dent that there must be some means of contact and communi- 
cation between the people of America, apart from their politi- 
cal institutions. We can, I believe, attain the goal suggested 
by a recent book in the field of international cultural relations— 


Peoples Speaking to Peoples—most happily for all concerned by 
accelerating the exchange of students. Although the results 
may not appear for years they will be more deeply rooted and 
hence more enduring. 





